Osler, Hoskin & Harcourt LLp File No. 82-3764

1000 de La Gauchetiére Street West
Suite 2100
Montréal, Québec, Canada H3B 4w5

514.904.8100 MAIN OSLE R
514.904.8101 FACSIMILE o~ T

Frangois Janson
Direct Dial: 514.904.8134

Division of Corporation Finance 05007831
Judiciary Plaza
450 Fifth Street NW

Washington, DC 20549 PL
Attention: Office of International Corporate Finance S@

Dear Sirs/Mesdames:

Montréal Aprll 29’ 2005

Calgary

New York

Re:  National Bank of Canada (the “Bank”)
Exemption pursuant to Rule 12g3-2(b)
under the Securities Exchange Act of 1934 (the “Exchange Act”)

On behalf of the Bank, we hereby submit pursuant to Rule 12g3-2(b)(1)(iv), an amended and
restated version of Schedule A to our letter of September 26, 2003 (the “Initial Letter”) requesting
an exemption from the registration and reporting requirements of the Securities Exchange Act of
1934. This Schedule sets forth the information that the Bank makes or is required to make public
pursuant to the laws of Canada, files or is required to file with the Toronto Stock Exchange (the
“TSX”) and which is made public by the TSX or distributes or is required to distribute to its
security holders. Capitalized terms used but not otherwise defined in Schedule A shall have the
meaning ascribed to them in the Initial Letter.

Pursuant to Rule 12g3-2(b)(1)(iii), we have also enclosed copies of documents that the Bank has
made public or has distributed to its security holders since February 4, 2005. For your
convenience, a list of these documents is provided in the attached Schedule B.

In accordance with Rule 12g3-2(b)(4), all information and documents included herewith are
being furnished under Rule 12g3-2(b)(1) with the understanding that such information and
documents will not be deemed to be “filed” with the Commission or otherwise subject to the
liabilities of Section 18 of the Exchange Act, and that neither this letter nor the furnishing of such
information and documents shall constitute an admission for any purpose that the Bank is subject
to the Exchange Act.

Please acknowledge receipt of this letter by stamping the enclosed receipt copy and returning it in
the enclosed pre-paid courier envelope.

PROCESSED

MAY 13 0055

THOMSON
FINANCIAL

MONTREAL:396867.4
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If you have any questions or comments regarding this letter, feel free to contact the undersigned
at the coordinates noted in the heading.

Yours very truly,

Frangois Janson

/sc

Encls.

c: Ms. Mary Cascio (without encls.)
Ms. Vanessa Fontana (with encls.)

MONTREAL:396867.4
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SCHEDULE A
April 29, 2005

NATIONAL BANK OF CANADA

LIST OF DISCLOSURE REQUIREMENTS PURSUANT TO RULE 12g3-2(b)(1)(ii)

Preliminary Notes

1. The Bank is a reporting issuer or the equivalent in the provinces of British Columbia, Alberta,
Saskatchewan, Manitoba, Ontario, Québec, New Brunswick, Newfoundland and Labrador, Nova
Scotia and Prince Edward Island (each province being a “Jurisdiction™) and has filing and disclosure
obligations, or voluntarily makes filings, with the securities regulatory authority of each Jurisdiction
(collectively, the “Securities Regulators™). The information set out in the following table includes the
information that is required to be made public in each Jurisdiction, but for ease of reference, all
references to the “Securities Act” are references to the Securities Act (Québec), and references to the
“Regulations™ are references to the Regulations made thereunder, the Autorité des marchés financiers
being the principal securities regulator of the Bank.

2. Pursuant to the TSX listing rules set forth in the TSX Company Manual, the information provided to
the TSX in response to a continuous disclosure obligation of an issuer having securities listed on the
TSX may be published at the discretion of the TSX and is available to the public upon request.
Accordingly, the foregoing table sets forth the information which the Bank must report to the TSX
pursuant to the continuous listing requirements prescribed by the TSX Company Manual.

3. In addition to its disclosure obligations under the securities laws of the Jurisdictions and the TSX
listing rules, the Bank must make certain disclosures to its shareholders or the public pursuant to the
Bank Act of Canada (the “Bank Act™). References to such disclosures are included in Schedule A
where appropriate.

MONTREAL:396867.4
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No. Nature of
Information

Regulatory Requirement

Date of filing/Delivery

1.1 Annual report and
annual financial
statements including

['(2) Filed with the Securities

Regulators (Sections 75 and 77
of the Securities Act)

(a) Within 140 days of the
fiscal year end

annual filings

Regulators (Section 2.2 of NI
52-109)

management
discussion and
analysis
(b) Distributed to shareholders (b) Within 21 days of each
(Sections 308, 311 and 327 of annual shareholder
the Bank Act and Sections 75 meeting (Bank Act) and
and 77 of the Securities Act) within 140 days of the
fiscal year end (Securities
Act)
(c) Filed with the TSX (Sections (c) Concurrently with being
436 and 437 of the Company sent to the shareholders
Manual) (within 90 days of the
fiscal year end)

1.2 Annual information | (a) Filed with the Securities (a) Within 140 days of the
form (including Regulators (Sections 84 and 85 fiscal year end
management of the Securities Act)
discussion and
analysis)

1.3 Certification of (a) Filed with the Securities (a) Concurrently with the

latest of the filing of the
annual information form or
the annual financial
statements and
management’s discussion
and analysis

1.4 Notice of
shareholders’
meeting, form of
proxy and proxy
circular

(a) Filed with the Securities
Regulators (Section 82 of the
Securities Act)

(b) Concurrently with being
sent to shareholders

MONTREAL:396867.4
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No. | Nature of Regulatory Requirement Date of filing/Delivery
Information

(b) Distributed to shareholders (c) Not less than 21 days or
(Sections 138, 156.04, 186 and more than 50 days before
640 of the Bank Act and the meeting (Bank Act)
Sections 81 and 82 of the
Securities Act)

(¢) Notice of the time and place of | (d) Once a week for at least
a shareholders’ meeting must four consecutive weeks
be published in a newspaper of before the date of the
general circulation in the place meeting (Bank Act)
where the head office of the
Bank is situated and in each
place in Canada where the Bank
has a transfer agent or where a
transfer of the Bank's shares
may be recorded (Section 138
of the Bank Act)

(d) Filed with the TSX (Sections (e) Concurrently with being
456-463 of the Company sent to shareholders
Manual)

1.5 Notice of (a) Filed with the Securities (a) At least 25 days before the
shareholders meeting Regulators (Section 2.2 of NI record date
and record date 54-101)

(b) Filed with the TSX (Section 2.2 | (b) At least 25 days before the
of NI 54-101 and Section 455 record date
of the Company Manual)

1.6 Public accountability | (a) Communicated to the public (a) Within 135 days of the
statement (Section 459.3 of the Bank Act) fiscal year end.

1.7 Annual participation | (a) Filed with the Securities (a) At the time of payment of
fee for reporting Regulators (Section 2.4 of OSC the annual participation
issuers (Ontario Form Rule 13-502) fee.
13-502F1)

1.8 Report on voting (a) Filed with the Securities (a) Promptly following the
results Regulators (Section 11.3 of shareholders’ meeting

NI 51-102)

MONTREAL:396867.4
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A-6
No. | Nature of Regulatory Requirement Date of filing/Delivery
Information
1.9 Minutes of annual (a) Filed on a voluntary basis by (a) N/A
meeting of the Bank
shareholders

2.‘1 - Inteﬁm Fin;mcial

{a) Filed with the’Securﬂi;i’e‘s

(a) Within 60 days of the end

interim filings

Regulators (Section 3.1 of NI
52-109)

Statements including Regulators (Section 76 of the of each of the first three
management Securities Act) fiscal quarters of a fiscal
discussion and year
analysis
(b) Distributed to shareholders (b) Within 60 days of the end
(Section 78 of the Securities of each of the first three
Act) fiscal quarters of a fiscal
year
(c) Filed with the TSX (Sections (c) Concurrently with being
443 and 454 of the Company filed with the Securities
Manual) Regulators
2.2 Certification of (a) Filed with the Securities (a) Concurrently with the

interim filings

3.1 Press release rélating
to a material change

(a) Disseminated to the news
media and filed with the
Securities Regulators (Section
73 of the Securities Act)

(b) Disseminated to the news
media and filed with the TSX
(Sections 406 of the Company
Manual)

(a) Immediately upon the
occurrence of the material
change

(b) Immediately upon the
occurrence of the material
change

3.2 Material change
report

(a) Filed with the Securities

Regulators pursuant to Section

7.1 of NI 51-102

(a) Within 10 days of the
occurrence of a material
change

MONTREAL:396867.4
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No.

Nature of
Information

Regulatory Requirement

Date of filing/Delivery

4. INFORMATION
. TRANSACTIONS:

GES IN SHARE CAPITAL AND MATERIAL

‘.4‘1 e

’Tayk;e.-to"vevr bid —

(a) Distributed to sharehblders and

(a) Circular must be ﬁléd not

private placements

Regulators (Section 46 of the
Securities Act)

circular filed with the Securities later than the day it is sent
Issuer bid circular Regulators (Sectiop_s 128 and to the shareholders and, for
129.1 of the Securities Act) take-over bids commenced
by way of publication in a
newspaper, not later than 2
business days after receipt
of list of securities holders
(b) Filed with the TSX (Section (b) Concurrently with being
627 of the Company Manual) sent to the shareholders

4.2 Directors circular (c) Distributed to shareholders and | (c) Within 10 days of the date
filed with the Securities of the bid
Regulators (Section 134 of the
Securities Act)

(d) Filed with the TSX (Section (d) Concurrently with being
627 of the Company Manual) sent to the shareholders
43 Report of exempt (e) Filed with the Securities (a) Generally within 10 days
take-over bid Regulators (Section 189.1.2 of of the announcement of the
Report of exempt the Regulations) bid
issuer bid
4.4 Notice and press (a) Filed with the Securities (a) Prior to launching the bid
release of normal Regulators (Section 147.21 of
course issuer bid the Securities Act)
(b) Filed with the TSX (Section (b) At least two trading days
6-501 (6) of Appendix F of the prior to any purchase
TSX Company Manual)

4.5 Prospectus (a) Filed with the Securities (a) Prior to any distribution of
Regulators (Sections 11, 12, 18 securities other than an
and 20 of the Securities Act) exempt distribution

4.6 Notice of certain (a) Filed with the Securities (a) Within 10 days of the

distribution

MONTREAL:396867.4
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A-8
No. | Nature of Regulatory Requirement Date of filing/Delivery
Information
(b) Filed with the TSX (Section (b) Prior to private placement
607 and Appendix H, Form 11
of the Company Manual)

4.7 Information (a) Filed with Securities Regulators | (a) Prior to the offshore
document with (Section 12 of the Securities distribution
respect to certain Act)
offshore distributions

4.8 Rights offering notice | (a) Distributed to shareholders and | () Notice must be sent and

filed with the Securities filed at least 15 days prior
Regulators (Sections 52.1 and to accepting any
53 of the Securities Act) subscription

4.9 Information (a) Filed with the Securities (a) Whenever the Bank issues
document with Regulators (Section 67 of the covered options and future
respect to options and Securities Act and policy contracts
future contracts statement Q-22)

4.10 Notice of the (a) Communicated to shareholders | (a) Immediately after the
declaration of a and Filed with the TSX declaration and at least 7
dividend (Sections 428-434 of the trading days before record

Company Manual) date

4.11 Report relating to (a) Filed with the Securities (2) Within 15 business days of
securities distributed Regulators (Sections 94 and the distribution (Section 94
in Québec 114 of the Regulations) of the Regulations) and,

for certain exempt
distributions, at the time
the Bank files its annual
report (Section 114 of the
Regulations)

4.12 Notice of proposed (a) Filed with the TSX (Sections (a) Immediately upon any
issuances of 602(a) and 606 of the Company transaction involving the
securities Manual) issuance or potential

issuance of securities

4.13 Redemption notice (a) Filed with the TSX (Section (a) Concurrently with being

625 of the Company Manual) sent to the shareholders

MONTREAL:396867.4




A9 OSLER

Nature of Regulatory Requirement Date of filing/Delivery
Information

4.14 Statement of (a) Distributed to shareholders (a) Immediately following the
resignation of an (Section 321 (2) of the Bank receipt by the Bank of the
auditor Act) notice of resignation

4.15 Business acquisition | (a) Filed with the Securities (a) Within 75 days after the
report Regulators (Section 8.2 of date of acquisition

NI 51-102)
4,16 Documents affecting | (a) Filed with the Securities (a) No later than the filing of a

the rights of
securityholders and
material contracts

Regulators (Section 12.1 and
12.2 of NI 51-102)

material change report, if
applicable, and the annual
information form

MONTREAL:396867 4
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SCHEDULE B
April 29, 2005

NATIONAL BANK OF CANADA
INDEX OF DOCUMENTS FURNISHED PURSUANT TO RULE 12g3-2(b)(1)(iii)
Note: The documents enclosed herewith are presented in reverse chronological order

according to the categories of disclosure requirements set forth in Schedule A
attached to our letter dated April 29, 2005.

DATE OF FILING
SCHEDULE “A”
DOCUMENT TYPE SEDAR REFERENCE
NUMBER

Pricing Supplement Number 20 dated April 19,

1. | 2005 to the short form final prospectus dated July April 19, 2005 4.5
14,2003
Receipt for final Short Form Prospectus dated

2. | March 7, 2005 from Nova Scotia Securities April 6, 2005 4.5
Commission
Pricing Supplement No. 19 dated March 22, 2005

3. | to the short form final prospectus dated July 14, March 22, 2005 4.5
2003
Acceptance of Prospectus Supplement number 18

4, dated March 9, 2005 March 17, 2005 4.5
Pricing Supplement No. 18 dated March 9, 2005

5. | to the short form final prospectus dated July 14, March 9, 2005 4.5
2003
MRRS Decision Document (Final) dated

6. March 7, 2005 March 8, 2005 4.5
Acceptance of Prospectus Supplement dated

7. March 4, 2005 to the short form final prospectus March 7, 2005 4.5
dated July 14, 2003

MONTREAL:396867.4
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DATE OF FILING

SCHEDULE “A”

DOCUMENT TYPE
SEDAR REFERENCE
NUMBER
Receipt for Final Short Form Prospectus dated
8. March 7, 2005 March 7, 2005 4.5
9, Auditors’ Consent Letter dated March 7, 2005 March 7, 2005 4.5

10. Auditors’ Consent Letter dated March 7, 2005 March 7, 2005 4.5
Consent Letter of Issuer’s Legal Counsel dated

11. March 7, 2005 March 7, 2005 4.5
Consent Letter of Underwriters” Legal Counsel

12. dated March 7, 2005 March 7, 2005 4.5

13. Final Short Form Prospectus dated March 7, 2005 March 7, 2005 4.5
Final Report on the Voting (Annual Meeting of

14 Shareholders held on March 2, 2005) March 3, 2005 1.8
Revised Annual Information Form of the

15. | National Bank of Canada (Cover Letter dated February 28, 2005 1.2
February 28, 2005)
MRRS Decision Document (Preliminary) dated

16. February 28, 2005 February 28, 2005 4.5
Receipt for Preliminary Short Form Prospectus

17. dated February 28, 2005 February 28, 2005 4.5
Preliminary Short Form Prospectus dated

18. February 28, 2005 February 28, 2005 4.5

19, Revised Annual Information dated February 28, February 28, 2003 12
2005
Form 52-109FT2 — Certification of Interim

20. Filings During Transition Period dated February 25, 2005 2.1

February 18, 2005

MONTREAL:396867.4
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DATE OF FILING

SCHEDULE “A”

DOCUMENT TYPE
SEDAR REFERENCE
NUMBER

Form 52-109FT2 — Certification of Interim

21. | Filings During Transition Period dated February 25, 2005 2.1
February 18, 2005
Interim financial statements for Q1 2005 dated

22. February 24, 2005 February 25, 2005 2.1
Management’s Discussion and Analysis of

23. Financial Condition and Operating Results for Q1 | February 25, 2005 2.1
dated February 24, 2005

24, News release dated February 24, 2005 February 25, 2005 2.1

25. Confirmation of Mailing dated February 25, 2005 | February 25, 2005 2.1

26. | News release dated February 24, 2005 February 24, 2005 4.4
Pricing Supplement No. 17 dated February 18,

27. 2005 to the short form final prospectus dated | February 18, 2005 4.5
July 14, 2003

28. | 2004 Social Responsibility Report Not filed on 1.6

SEDAR

MONTREAL:396867.4
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This pricing supplement together with the short form shelf prospectus dated July 14, 2003, 1o which it relares, as amended or supplemented, and each document
incorporated by reference therein (the "Prospectus”) constitutes a public offering of securitics pursuant to the Prospectus only in the jurisdictions where they may
be lawfully offered for sale and therein only by persons permitted to sell such securities. No securities commission or similar aufhorlly has m any way pawed
upon the merits of securities offered hereunder and any representation 10 the contrary is an offence. - F

The Notes 1o be issued hereunder have not been, und will noi be, registered under the United States Securities Act of 1933, as amended [the 'U.S, Securities ALI')

and, subjec! to certain exemptions, may nof be offered, sold or delivered, directly or indirectly, in the United States of America or[or ke accoun} opr“ benefl af‘;- -
U.S. persons.

Pricing Supplement No.20 dated April 19, 2003.

(to the short form shelf prospectus dated July 14, 2003)

RS NATIONAL BANK OF CANADA
NBC Ex-Tra Total Return Linked Notes Due 2015

Capitalized terms not otherwise defined in this pricing supplement have the meanings attributed to them in the Prospectus.

SERIES: Series 2005-04 Notes CUSIP No.: 633067475
1SIN No.: CA 6330674756
ISSUE SIZE: Minimum 140,000 Notes (CDNS$ 14,000,000)
Maximum 210,000 Notes (CDN$ 21,000,000)

INITIAL INDEX VALUE: CDN$99 per Note
ISSUE AND DELIVERY DATE: April 26, 2005
NET PROCEEDS TO BANK: Minimum CDN$ 13,860,000

Maximum CDNS$ 20,790,000 (if all the Notes are sold and excluding expenses of issue)

NUMBER OF NOTES OF ALL

SERIES OUTSTANDING: 3,085,996 (excluding those described in this Pricing Supplement)
MATURITY DATE: April 27, 2015

MANAGEMENT FEE: 1.00% per annum

SERVICE FEE: 1.00% per annum

National Bank Financial Inc., the Agent, is an indirect wholly-owned subsidiary of National Bank of Canada
(the "Bank'). As a result, the Bank is a related issuer of National Bank Financial Inc. In connection with this offering, no
benefit other than the Agent's fee will be received by National Bank Financial Inc.

Recent Development Relating to the Program

Under the heading “The Program — Determination of the Net Asset Value of the Program and the Net Asset Value per
Unit” of the Prospectus, the Bank has indicated that an independent auditor has been retained on behalf of Noteholders to
audit, on a semi-annual basis, the financial statements of the Program, the NAV per Unit and the Index Value, The scope
of the audit with respect to the Program has been amended by the Bank; only the NAYV per Unit and the Index Value will
continue to be subject to a semi-annual audit. The semi-annual audits of the financial statements of the Program have
been discontinued.

Documents Incorporated by Reference
There are no documents, other then those specifically listed in the Prospectus or any amendment or supplement delivered
herewith, filed with the Superintendent of Financial Institutions and the securities regulatory authorities in each province and

territory of Canada which need to be incorporated by reference and form an integral part of the Prospectus other than:

a) the Revised Annual Information Form of the Bank dated February 28, 2005;



b)

¢)

d)

the Audited Consolidated Financial Statements of the Bank for the year ended October 31, 2004, together with the Auditors’
Report thereon, which include comparative audited consolidated financial statements for the year ended October 31, 2003
and management’s discussion and analysis as contained in the Bank’s Annual Report for the year ended October 31, 2004;

the Management Proxy Circular dated January 13, 2005 in connection with the Bank’s annual meeting of shareholders to be

held on March 2, 2003, excluding those portions which, pursuant to National Instrument 44-101 of the securities regulatory
authorities, are not required to be incorporated by reference; and

the First Quarterly Report to shareholders of the Bank for the quarter ended January 31, 2005 which includes the unaudited
interim consolidated financial statements of the Bank for the quarters ended January 31, 2005 and 2004.



Secu rities 2nd Floor, Bus: 902-424-7768

. . Joseph Howe Building Fax:  902-424-4625
Commlssmn 1690 Hollis Street Website:  www.zov.ns.ca/nsse
P.O. Box 458
Halifax, Nova Scotia
B3J 2P8
B
iIN THE MATTER OF THE SECURITIES ACT - ";‘i TR A‘
R.S.N.S. 1989, CHAPTER 418, AS AMENDED TR
e e RERY
AND I
R )
IN THE MATTER OF I

National Bank of Canada

Receipt for (Final) Short Form Prospectus dated March 7th, 2005 relating to the securities of the
above Issuer is hereby issued pursuant to subsection 1 of section 66 of the Act.

DATED at Halifax, this 7th day of March, 2005.

“Frank A. Mader”

J. William Siattery, C.A.
Deputy Director, Corporate Finance per
Frank A. Mader, C.A., Staff Accountant

Project #743268
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This pricing supplement together with the: short Jorm shelf prospectus dated July 14, 2003, to which it relaies, as amended or supplemented, and each document
incorporated by reference therein (the ”Pr;ospeclus ") constitutes a public offering of securities pursuant 1o the Prospectus only in the jurisdictions where they may
be lawfully offered for sale and therein jonly by persons permiiied (o sell such securities. No securities commission or similar authority has in any way passed
upon the merits of securities offered hereunder and any representation to the contrary is an offence.

The Notes to be issued hereunder have not been, and will not be, regisiered under the United States Securities Act of 1933, as amended (the "U.S. Securities Act”)

and, subject 1o certain exemptions, mdy nof he offered. sold or delivered, directly or indirectly, in the Unired States ofAmerlca or for the apcour}r?)or benefit of
U.8. persons. .

Pricing Supplement No_19 dated March 22, 2005.

(to the short form shelf prospectus dated July 14, 2003)

¥ NATIONAL BANK OF CANADA
NBC Ex-Tra Total Return Linked Notes Due 2015

Capitalized terms not otherwise defined in this pricing supplement have the meanings attributed to them in the Prospectus.
SERIES: Series 2005-03-02 Notes CUSIP No.: 633067483
) ISIN No.: CA 6330674830

ISSUE SIZE: Minimum 100,000 Notes (CDNS 10,000,000)
Maximum 200,000 Notes (CDNS 20,000,000)

INITIAL INDEX VALUE: CDN$99 per Note
ISSUE AND DELIVERY DATE: March 29, 2005

NET PROCEEDS TO BANK: Minimum CDN$ 9,900,000
Maximum CDNS$ 19,800,000 (if all the Notes are sold and excluding expenses of issue)

NUMBER OF NOTES OF ALL

SERIES OUTSTANDING: 2,973,524 (excluding those described in this Pricing Supplement)
MATURITY DATE: March 30, 2015

MANAGEMENT FEE: 1.00% per annum

SERVICE FEE: 1.00% per annum

National Bank Financial Inc., the Agent, is an indirect wholly-owned subsidiary of National Bank of Canada
(the "Bank"). As a result, the Bank is a related issuer of National Bank Financial Inc. In connection with this offering, no
benefi t other than the Agent's fee will be received by National Bank Financial Inc.

Recent Development Relating to the Program

Under the heading “The Program — Determination of the Net Asset Value of the Program and the Net Asset Value per
Unit” of the Prospectis, the Bank has indicated that an independent auditor has been retained on behalf of Noteholders to
audit, on a semi-annual basis, the financial statements of the Program, the NAV per Unit and the Index Value. The scope
of the audit with respect to the Program has been amended by the Bank; only the NAV per Unit and the Index Value will
continue to be subject to a semi-annual audit. The semi-annual audits of the financial statements of the Program have
been discontinued.

Documents Incorporated by Reference
There are no documents, other then those specifically listed in the Prospectus or any amendment or supplement delivered
herewith, filed with the Superintendent of Financial Institutions and the securities regulatory authorities in each province and

territory of Canada which need to be incorporated by reference and form an integral part of the Prospectus other than:

a) the Revised Annual Information Form of the Bank dated February 28, 2005;




b) the Audited Consolidated Financial Statements of the Bank for the year ended October 31, 2004, together with the Auditors’
Report thereon, which include comparative audited consolidated financial statements for the year ended October 31, 2003
and management’s discussion and analysis as contained in the Bank’s Annual Report for the year ended October 31, 2004,

c) the Management Proxy Circular dated January 13, 2005 in connection with the Bank’s annual meeting of shareholders to be
held on March 2, 2005, excluding those portions which, pursuant to National Instrument 44-101 of the securities regulatory
authorities, are not required to be incorporated by reference; and

d) the First Quarterly Report to shareholders of the Bank for the quarter ended January 31, 2005 which includes the unaudited
interim consolidated financial statements of the Bank for the quarters ended January 31, 2005 and 2004.
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English summary of the acceptance of prospectus supplement: -5t~ “b- " "

received on March 9, 2005

SEDAR PROJECT NO.: 528867
FILE NO.: 2026

Montréal, March 17, 2005

We acknowledge

receipt of the price fixing supplement no. 18 dated March 9, 2005 to the final short form
prospectus of the National Bank of Canada dated July 15, 2003, qualifying the offering of
NBC Ex-Tra Total Return Linked Notes due 2015. This document now forms part of the
public files of the Autorité des marchés financiers.

Fees in the amount of $1,181.49 will be payable at the time of the filing of the report under
Section 98.1 of the Regulation.

Yours truly,

[signature]

MONTREAL:398773.1
1034079
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AUTORITE
DES MARCHES
FINANCIERS

NUMERO DE PROJET SEDAR: 528867

DOSSIER N°* 2026
Montréal le 17 mars 2005
Banque Nationale du Canada

Objet : Supplément de fixation du prix
Recu le 9 mars 2005

Messieurs,

Nous accusons
réception du supplément de fixation du prix n°18 daté du 9 mars 2005 au prospectus
simplifié définitif de Bangue Nationale du Canada daté du 15 juillet 2003, visant le
placement de billets liés au rendement total de la BNC Ex-Tra échéant le 11 mars 2015. Ce
document fait maintenant partie des dossiers publics de I'Autorité des marchés financiers.

Des droits au montant de 1 181,49 $ seront exigibles et devront étre versés lors du dépdt du
rapport prévu a Varticle 98.1 du Reglement.

Veuillez agréer, Messieurs, I'expression de nos salutations distinguees.

(8) Nicole Berthelette
Nicole Berthelette
Agent vérificateur

NB/pg

800, square Victoria, 22iéme étage, tour de la Bourse, C.P. 246, Montréal (Québec) H4Z 1G3
Tél. | (514) 395-0337 * Télécopieur : (514) 873-6155
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This pricing supplement together with the short form shelf prospectus dated July 14, 2003, to which it relates, as amended or supplemented, and each document
incorporated by reference therein (the "Prospectus") constitutes a public offering of sccurities pursuant 1o the Prospectus only in the jurisdictions where they may
be lawfully offered for sale and therein only by persons permitted to sell such securities. No securities commission or similar authority has in any way passed
upon the merits of securities offered hercunder and any representation to the contrary is an offence.

k)
The Notes (0 be issued hereunder have not been, and will not be, registered under the United States Securities Act of 1933, as umended (lhc,.U s Sec,ur///u Act”)
and, subject (o certain exempltions, may not be offered, sold or delivered, directly or indirectly, in the United States qumcrlca or; for lﬁ' mwunl m rbenefii of

U8, persons. R
o ST
Pricing Supplement No.18 dated March 9, 2003. ’ é - f:::\‘
(to the short form shelf prospectus dated July 14, 2003) /ﬂ o A K’f )
< t
BE NATIONAL BANK OF CANADA G
NBC Ex-Tra Total Return Linked Notes Due 2015
Capitalized terms not otherwise defined in this pricing supplement have the meanings attributed to them in the Prospectus.
SERIES: Series 2005-03-01 Notes CUSIP No.: 633067491
ISIN No.: CA 6330674913

ISSUE SIZE: Minimum 100,000 Notes (CDN$10,000,000)
Maximum 200,000 Notes (CDN$20,000,000)

INITIAL INDEX VALUE: CDN$99 per Note
ISSUE AND DELIVERY DATE: March 11, 2005
NET PROCEEDS TO BANK: Minimum CDNS$ 9,900,000

Maximum CDNS$ 19,800,000 (if all the Notes are sold and excluding expenses of issue)

NUMBER OF NOTES OF ALL

SERIES OUTSTANDING: 2,833,121 (excluding those described in this Pricing Supplement)
MATURITY DATE: March 11, 2015

MANAGEMENT FEE: 1.25% per annum

SERVICE FEE: 0% per annum

National Bank Financial Inc., the Agent, is an indirect wholly-owned subsidiary of National Bank of Canada
(the "Bank"). As a result, the Bank is a related issuer of National Bank Financial Inc. In connection with this offering, no
benefit other than the Agent's fee will be received by National Bank Financial Inc.

Recent Development Relating to the Program

Under the heading “The Program — Determination of the Net Asset Value of the Program and the Net Asset Value per
Unit” of the Prospectus, the Bank has indicated that an independent auditor has been retained on behalf of Noteholders to
audit, on a semi-annual basis, the financial statements of the Program, the NAV per Unit and the Index Value. The scope
of the audit with respect to the Program has been amended by the Bank; only the NAV per Unit and the Index Value will
continue to be subject to a semi-annual audit. The semi-annual audits of the financial statements of the Program have
been discontinued.

Documents Incorporated by Reference

There are no documents, other then those specifically listed in the Prospectus or any amendment or supplement delivered
herewith, filed with the Superintendent of Financial Institutions and the securities regulatory authorities in each province and
territory of Canada which need to be incorporated by reference and form an integral part of the Prospectus other than:

a) the Revised Annual Information Form of the Bank dated February 28, 2005;



b)

<)

d)

the Audited Consolidated Financial Statements of the Bank for the year ended October 31, 2004, together with the Auditors’
Report thereon, which include comparative audited consolidated financial statements for the year ended October 31, 2003
and management’s discussion and analysis as contained in the Bank’s Annual Report for the year ended October 31, 2004;

the Management Proxy Circular dated January 13, 2005 in connection with the Bank’s annual meeting of shareholders to be
held on March 2, 2005, excluding those portions which, pursuant to National Instrument 44-101 of the securities regulatory
authorities, are not required to be incorporated by reference; and

the First Quarterly Report to shareholders of the Bank for the quarter ended January 31, 2005 which includes the unaudited
interim consolidated financial statements of the Bank for the quarters ended January 31, 2005 and 2004.
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English summary of the MRRS decision document dated March 7, 2005

DECISION DOCUMENT

This mutual reliance review system decision document evidences that final receipts of the
regulators in each of British Columbia, Alberta, Saskatchewan, Manitoba, Ontario, Québec,
New-Brunswick, Nova Scotia, Prince Edward Island and Newfoundland and Labrador have been
issued for a final short form prospectus dated March 7, 2005.

Dated at Montreal, March 7, 2005

L’ Autorité des marchés financiers

[signed]

SEDAR Project No.: 743268

MONTREAL:398773.1
1034079
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AUTORITE
DES MARCHES
FINANCIERS

AFFAIRE INTERESSANT L’AVIS 43-201 RELATIF AU REGIME D’EXAMEN CONCERTE DU
PROSPECTUS ET DE LA NOTICE ANNUELLE

ET
Banque Nationale du Canada

DOCUMENT DE DECISION

Le présent document de décision du régime d’'examen concerté confirme que le prospectus
simplifie définitif de I'émetteur susmentionné en date du 7 mars 2005 a été visé par les autorités
de la Colombie-Britannique, de l'Alberta, de la Saskatchewan, du Manitoba, de I'Ontario, du
Québec, du Nouveau-Brunswick, de la Nouvelle-Ecosse, de I'lle-du-Prince-Edouard et de Terre-
Neuve et Labrador.

Fait a Montréal, le 7 mars 2005.

L'Autorite des marchés financiers,

(s) Benoit Dionne
Benoit Dionne
Chef du Service du financement des sociétés

Projet SEDAR n° : 743268

800, square Victoria, 22iéme étage, tour de la Bourse, C.P. 246, Montréal (Québec) H4Z 1G3
Té\. : (514) 940-2150 Télécopieur : {514) 873-6155
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English summary of the acceptance of prospectus su’pb:l'évrﬁe.nt‘
received on February 18, 2005

SEDAR PROJECT NO.: 528867
FILE NO.: 2026

Montréal, March 4, 2005

We acknowledge

receipt of the price fixing supplement no. 17 dated February 18, 2005 to the final short
form prospectus of the National Bank of Canada dated July 15, 2003, qualifying the
offering of NBC Ex-Tra Total Return Linked Notes due 2015. This document now forms
part of the public files of the Autorité des marchés financiers.

Fees in the amount of $1,586.88 will be payable at the time of the filing of the report under
Section 98.1 of the Regulation.

Yours truly,

[signature]

MONTREAL:398773.1
1034079
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AUTORITE
DES MARCHES
FINANCIERS

NUMERO DE PROJET SEDAR: 528867
DOSSIER N°* 2026

Montréal le 4 mars 2005
Banque Nationale du Canada

Objet : Supplément de fixation du prix
Regu le 18 février 2005

Messieurs,

Nous accusons
réception du supplément de fixation du prix n°17 daté du 18 février 2005 au prospectus
simplifieé définitif de Banque Nationale du Canada daté du 15 juillet 2003, visant le
placement de billets liés au rendement total de la BNC Ex-Tra échéant le 23 févirer 2015.
Ce document fait maintenant partie des dossiers publics de I'Autorité des marchés financiers.

Des droits au montant de 1 586,88 $ seront exigibles et devront étre versés lors du dépédt du
rapport prévu a l'article 98.1 du Réglement.

Veuillez agréer, Messieurs, 'expression de nos salutations distinguées.

(s) Nicole Berthelette
Nicole Berthelette
Agent vérificateur

NB/pg

800, square Victoria, 22iéme étage, tour de la Bourse, C.P. 246, Montréal (Québec) H4Z 1G3
Tél. : (514) 395-0337 * Télécopieur : (514) 873-6155
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English summary of the decision of the Autorité des marchés ﬁnahéié‘fs'
effective as of March 7, 2005

RO

DECISION NO.: 2005-MC-0760
SEDAR PROJECT NO.: 743268
FILE NO.: 2026

RECEIPT FOR FINAL SHORT FORM PROSPECTUS

Considering the application made on February 28, 2005;
Considering Sections 11, 14 and 19 of the Securities Act (Québec);
Considering Part 2 of National Instrument 44-101-Short Form Prospectus Distributions,

Considering the delegation of authority in accordance with Section 24 of An Act Respecting the
Autorité des marchés financiers;,

The Autorité des marchés financiers grants the:

receipt for the short form prospectus dated March 7, 2005 of the National Bank of
Canada with respect to the distribution of 8,000,000 Non-Cumulative Fixed Rate First
Preferred Shares Series 16, at the price of $25.00 per share.

The receipt is effective as of March 7, 2005.

[signed]

MONTREAL:398773.1
1034079
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DECISION N°* 2005-MC-0760
NUMERO DE PROJET SEDAR: 743268
DOSSIER N°: 2026

Objet : Banque Nationale du Canada
Demande de visa

Vu la demande présentée le 28 février 2005;
vu les articles 11, 14 et 19 de la Loi sur les valeurs mobilieres, L.R.Q., ¢. V-1.1;

vu la partie 2 de la Norme canadienne 44-101, Placement de titres au moyen d’un prospectus
simplifié,

vu les pouvoirs délégués conformément a l'article 24 de la Loi l'Autorité des marchés financiers,
L.R.Q., c. A7.03.
En conséquence, I'Autorité des marchés financiers octroie le :

visa pour le prospectus simplifié du 7 mars 2005 de Banque Nationale du Canada

concernant le placement de 8 000 000 dactions privilégiées de premier rang a dividende
non cumuiatif a taux fixe, série 16 au prix de 25,00 $ I'action.

Le visa prend effet le 7 mars 2005.

(s) Benoit Dionne
Benoit Dionne
Chef du Service du financement des sociétés

JB/ale

800, square Victoria, 22iéme étage, tour de la Bourse, C.P. 246, Montréal (Québec) H4Z 1G3
Tél. : (514) 940-2150 Télécopieur : (514) 873-6155
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Deloitte. .. PRICEWATERHOUSE(COPERS

March 7, 2005

British Columbia Securities Commission

Alberta Securities Commission

Saskatchewan Financial Services Commission

The Manitoba Securities Commission

Ontario Securities Commission

Securities Administration Branch, New Brunswick
Nova Scotia Securities Commission

Securities Commission of Newfoundland and Labrador
Prince Edward Island Securities Office

and
To the Superintendent of Financial Institutions Canada
Subject: National Bank of Canada (the “Bank”)

Dear Sirs/Mesdames:

We refer to the issue and sale by the Bank of 8,000,000 Non-Cumulative Fixed Rate First Preferred
Shares Series 16 for an aggregate purchase price of $ 200,000,000, such issuance to be qualified by a
short form prospectus dated March 7, 2005 (the “Prospectus”) filed by the Bank under the securities
acts of each of the Provinces of Canada (the “Acts™).

We consent to the use, through incorporation by reference in the above-mentioned Prospectus, of our
report dated November 28, 2003 to the shareholders of the Bank on the following consolidated
financial statements:

= (Consolidated Balance Sheet as at October 31, 2003;

* Consolidated Statements of Income, Changes in Shareholders’ Equity and Cash Flows for
the year ended October 31, 2003.

We report that we have read the Prospectus and all information specifically incorporated by reference
therein and have no reason to believe that there are any misrepresentations in the information contained
therein that are derived from the consolidated financial statements upon which we have reported or that
are within our knowledge as a result of our audit of such consolidated financial statements.

Samson Bélair/Deloitte & Touche s.enc.sl. PricewaterhouseCoopers s.r.l.
Comptables agréés Comptables agréés

1, Place Ville-Marie 1250, boul. René-Lévesque QOuest
Bureau 3000 Bureau 2800

Maontréal (Québec) H3IB 4TY ‘ Montréal (Québec) H3B 2G4
Teléphone 1 (514) 343-7115 Téléphone : (514) 205-5000

Télbeapieur : (314) 390-4113 Téldcopieur : (514) 876-1502




Deloitte. PRICEWATERHOUSE(COPERS

This letter 1s provided solely for the purpose of assisting the securities regulatory authorities to which it
is addressed and the Superintendent of Financial Institutions Canada in discharging their
responsibilities and should not be used for any other purpose. Any use that a third party makes of this
letter, or any reliance or decisions made based on it, are the responsibility of such third parties. We
accept no responsibility for loss or damages, if any, suffered by any third party as a result of decisions
made or actions taken based on this letter.

Yours very truly,

%@?ﬁw Lnimind.  Prirerwadhourel ipono L7

Samson Bélair/Deloitte & Touche s.e.n.c.r.l. PricewaterhouseCoopers LLP
Chartered Accountants Chartered Accountants

2)
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Deloitte. PRICEWATERHOUSE(COPERS

Montréal, le 7 mars 2005

Autonté des marchés financiers
et
Surintendant des mstitutions financiéres du Canada

Objet : Banque Nationale du Canada (la « Banque »)

Mesdames, Messieurs,

La présente a trait 4 ’émission et la vente par la Banque de 8 000 000 d’actions privilégiées de premier
rang a dividende non cumulatif & taux fixe, série 16, pour un prix d’achat total de 200 000 000 §, cette
émission est visée par un prospectus simplifié, daté du 7 mars 2005 (le « Prospectus ») et déposé par la
Bangue conformément aux lois sur les valeurs mobiliéres de chacune des provinces du Canada (les
« Lois »).

Nous consentons a ce que soit intégré par renvoi dans le Prospectus mentionné ci-dessus notre rapport
daté du 28 novembre 2003, adressé aux actionnaires de la Banque et portant sur les états financiers
consolidés suivants :

= bilan consolidé au 31 octobre 2003;

= états consolidés des résultats, de la variation des capitaux propres et des flux de trésorerie
de I’exercice terminé le 31 octobre 2003.

Nous déclarons gue nous avons lu le Prospectus mentionné ci-dessus et toutes les informations qui y
sont expressément intégrées par renvoi, et que nous n’avons aucune raison de croire que !'information
qu'l contient comporte des assertions fausses ou trompeuses tirées des états financiers consolidés sur
lesquels porte notre rapport ou dont nous avons connaissance par suite de notre vérification de ces états
financiers consolidés.

Samson Bélair/Deloitte & Touche s.encrl,

Comptables agréés

1. Place Ville-Marie

Bureau 3000

Montréal (Quéhec) H2B 419
Téléphone . (514) 393-7115
Télécopieur : (5141 390-4113

PricewaterhouseCoopers s.r.l.
Comptables agréés

12560, boul, René-Lévesque Quest
Bureau 2800

Montréal iQuébec) H3B 2G4
Téléphone : (314) 205-5000
Télécopieur & (514 876-1502



Deloitte. PRICEWATERHOUSE(COPERS

La présente vise uniquement 4 aider I’ Autorité des marchés financiers et le Surintendant des
institutions financiéres du Canada a s'acquitter de leurs responsabilités et ne doit étre utilisée a aucune
autre fin. Tout tiers qui utilise cette lettre, s'appuie sur celle-ci ou prend des décisions en se fondant sur
¢lle n'engage que sa propre responsabilité. Nous déclinons toute responsabilité pour perte ou
dommages qu'un tiers pourrait subir, le cas échéant; du fait de décisions ou de mesures prises en se
fondant sur cette lettre.

Veuillez agréer, Mesdames, Messieurs, 1’expression de nos sentiments les meilleurs.

o il SIS w40 Pl s

Samson Bélair/Deloitte & Touche s.e.n.c.r.l. PricewaterhouseCoopers s.r.l.
Comptables agréés Comptables agréés

@
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Samson Bélair/Deloitte &
S Touche s.e.n.c.r.l.

R 1 Place Ville Marie
Suite 3000

Montreal QC H3B 479
Canada

Tel: 514-393-7115
Fax: 514-390-4112
www.deloitte.ca

March 7, 2005

British Columbia Securities Commission

Alberta Securities Commission

Saskatchewan Financial Services Commission

The Manitoba Securities Commission

Ontario Securities Commission

Securities Administration Branch, New Brunswick
Nova Scotia Securities Commission

Securities Commission of Newfoundland and Labrador
Prince Edward Island Securities Office

and
The Superintendent of Financial Institutions Canada

Subject: National Bank of Canada (the “Bank”)
Dear Sirs/Mesdames:

We refer to the issue and sale by the Bank of 8,000,000 Non-Cumulative Fixed Rate First Preferred
Shares Series 16 for an aggregate purchase price of $ 200,000,000, such issuance to be qualified by a
short form prospectus dated March 7, 2005 (the “prospectus”) filed by the Bank under the securities acts
of each of the Provinces of Canada (the “Acts™).

We consent to the use, through incorporation by reference in the above-mentioned prospectus, of our
report dated December 2, 2004 to the shareholders of the Bank on the following consolidated financial
statements:

= Consolidated Balance Sheet as at October 31, 2004;

* Consolidated Statements of Income, Changes in Shareholders’ Equity and Cash Flows for
the year ended October 31, 2004,




March 7, 2005
Page 2

We report that we have read the prospectus and all information specifically incorporated by reference
therein and have no reason to believe that there are any misrepresentations in the information contained
therein that are derived from the consolidated financial statements upon which we have reported or that
are within our knowledge as a result of our audit of such consolidated financial statements.

This letter is provided solely for the purpose of assisting the securities regulatory authorities to which it
is addressed and the Superintendent of Financial Institutions Canada in dischargiﬁg their responsibilities
and should not be used for any other purpose. Any use that a third party makes of this letter, or any
reliance or decisions made based on it, are the responsibility of such third parties. We accept no
responsibility for loss or damages, if any, suffered by any third party as a result of decisions made or
actions taken based on this letter.

Yours very truly,

Seisnn B0
% ,L%wé,u.,um . /v.j-

Samson Bélair/Deloitte & Touche s.e.n.c.r.l.
Chartered Accountants
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Samson Bélair/Deloitte &
Touche s.e.n.c.r.l.

1, Place Ville Marie

Bureau 3000

Montréal QC H3B 4T9
Canada

Tél. : 514-393-7115
Téléc. : 514-390-4112
www.deloitte.ca

Le 7 mars 2005

Autorité des marchés financiers
et
Surintendant des institutions financiéres du Canada

Objet : Banque Nationale du Canada (la « Banque »)

Mesdames, Messieurs,

La présente a trait & I’émission et la vente par la Banque de 8 000 000 d’actions privilégiées de premier
rang a dividende non cumulatif a taux fixe, série 16, pour un prix d’achat global de 200 000 000 $, cette
émission est visée par un prospectus simplifié, daté du 7 mars 2005 (le « Prospectus ») et déposé par la
Banque conformément aux lois sur les valeurs mobiliéres de chacune des provinces du Canada (les
« Lois »).

Nous consentons a ce que soit intégré par renvoi dans le Prospectus mentionné ci-dessus notre rapport
daté du 2 décembre 2004, adressé aux actionnaires de la Banque et portant sur les états financiers
consolidés suivants :

= bilan consolidé au 31 octobre 2004;

= ¢tats consolidés des résultats, de la variation des capitaux propres et des flux de trésorerie de
’exercice termin€ le 31 octobre 2004.

Nous déclarons que nous avons lu le Prospectus mentionné ci-dessus et toutes les informations qui y sont
expressément intégrées par renvoi, et que nous n’avons aucune raison de croire que l'information qu'il
contient comporte des assertions fausses ou trompeuses tirées des états financiers consolidés sur lesquels
porte notre rapport ou dont nous avons connaissance par suite de notre vérification de ces états financiers
consolidés.

La présente vise uniquement a aider 1’ Autorité des marchés financiers et le Surintendant des institutions
financiéres du Canada a s'acquitter de leurs responsabilités et ne doit étre utilisée a aucune autre fin. Tout
tiers qui utilise cette lettre, s'appuie sur celle-ci ou prend des décisions en se fondant sur elle n'engage
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Page 2

que sa propre responsabilité. Nous déclinons toute responsabilité pour perte ou dommages qu'un tiers
pourrait subir, le cas échéant, du fait de décisions ou de mesures prises en se fondant sur cette lettre.

Veuillez agréer, Mesdames, Messieurs, 1’expression de nos sentiments les meilleurs.

St Bl
Q .L/ /—v-/u/u/v,é

Samson Bélair/Deloitte & Touche s.e.n.c.r.].
Comptables agréés
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Avocats e Agents de brevets  Barristers & Solicitors Le Windsor
et marques de commerce Patent & Trade-mark Agents 1170, rue Peel
Montréal (Québec) H3B 4S8 B L T N
z Canada AR VR A &
McCarthyTetrault éléphone : (514) 397-4100 .
télécopieur : (514) 875-6246 w10 A %
McCarthy Tétrault s.r.1. McCarthy Tétrault LLP www.mccarthy.ca o

March 7, 2005
VIA SEDAR

British Columbia Securities Commission

Alberta Securities Commission

Saskatchewan Financial Services Commission, Securities Division
The Manitoba Securities Commission

Ontario Securities Commission

L’ Autorité des marchés financiers

New Brunswick Securities Commission

Nova Scotia Securities Commission

Prince Edward Island Securities Office

Securities Commission of Newfoundland and Labrador

Dear Sirs/Mesdames:

Re:  National Bank of Canada (the “Issuer”)
Filing of a Final Short Form Prospectus dated March 7, 2005 (the “Prospectus”)

Referring to the Prospectus of the Issuer, we hereby consent to the use of our firm name on the face page
of the Prospectus and under the heading “Legal Matters™ as well as the reference to our firm name and
opinion under the heading “Canadian Federal Income Tax Considerations” in the Prospectus.

We confirm that we have read the Prospectus and have no reason to believe that there are any
misrepresentations in the information contained in the Prospectus:

(a) that are derived from our opinions, or
(b) that are within our knowledge as a result of the services we performed to render such
opinions.

This letter is solely for the information of the securities commissions and regulators mentioned above and
is not to be referred to in whole or in part in the Prospectus or in any other similar document and should
not be relied upon by any other person.

Yours truly,

(signed)

MCCARTHY TETRAULT LLP

MTL_LAW #1611439v. ]
Vancouver, Calgary, London, Toronto, Ottawa, Montréal, Québec, New York et Londres
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Montreal, March 7, 2005

BY SEDAR

British Columbia Securities Commission

Alberta Securities Commission

Saskatchewan Financial Services Commission, Securities Division
The Manitoba Securities Commission

Ontario Securities Commission

L'Autorité des marchés financiers

New Brunswick Securities Commission

Nova Scotia Securities Commission

Prince Edward Island Securities Office

Securities Commission of Newfoundland and Labrador

Dear Sirs/Mesdames:

RE: National Bank of Canada (the “Issuer”)
Filing of a Final Short Form Prospectus dated March 7, 2005 (the “Prospectus”)

Referring to the Prospectus of the Issuer, we hereby consent to the use of our firm name on the face
page of the Prospectus and under the heading “Legal Matters” as well as to the reference to our
firm name and opinion under the heading “Canadian Federal Income Tax Considerations” in the
Prospectus.

We confirm that we have read the Prospectus and have no reason to believe that there are any
misrepresentations in the information contained in the Prospectus:

(a) that are derived from our opinions, or

(b)  that are within our knowledge as a result of the services we performed to render such
opinions.

This letter is solely for the information of the securities commissions and regulators mentioned
above and is not to be referred to in whole or in part in the Prospectus or in any other similar
document and should not be relied upon by any other person.

Yours truly,

(signed)

OGILVY RENAULT LLP
Barristers & Solicitors, Suite 1100 Telephone (514) 847-4747 ogilvyranault.com
Patent Agents & Trade-mark Agents 1981 McGill College Avenus Fax (514) 286-5474

Montréal, Quebec H3A 3C1
Canada

Montréal Ottawa  + Québec Toronte Vancouver - London (UK)
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This short form prospectus constitutes a public offering of these securities only in those jurisdictions where they may be lawfully offered for sale and
therein only by persons permitted to sell such securities. No securities regulatory authority has expressed an opinion about these securities and it is
an offence to claim otherwise. These securities have not been and will not be registered under the United States Securitias Acrof 1933, as amended.
and, subject 1o certain excepuons may noi be offered, sold or delivered, directly or indirectly, in the Umted S!mes of America or for the account or
benefit of U.S. persons. See **Plan of Distribution".

Short Form Prospectus VPR S

New Issue Lo . . March 7, 2005

NATIONAL BANK OF CANADA
$200,000,000
(8,000,000 Shares)

Non-Cumulative Fixed Rate First Preferred Shares Series 16

This prospectus qualifies the distribution of 8,000,000 Non-Cumulative Fixed Rate First Preferred Shares Series 16 (the “‘Preferred
Shares Series 16°") in the capital of National Bank of Canada (also referred to as the ‘‘Bank’’). Non-cumulative preferential cash
dividends on the Preferred Shares Series 16, if, as and when declared, will be payable quarterly on the fifteenth day of February,
May, August and November of each year commencing May 15, 2005. The dividend rate on the Preferred Shares Series 16 for each
quarter will be 4.85% per annum. The initial dividend, if, as and when declared, will be payable on May 15, 2005 in the amount of
$0.202637 per share, based upon an anticipated closing date of March 15, 2005. See ‘‘Details of the Offering”.

The Preferred Shares Series 16 will not be redeemable prior to May 15, 2010. Subject to obtaining the consent of the Superintendent
of Financial Institutions (Canada) (the ‘‘Superintendent’’), the Bank may, at its option, redeem for cash the Preferred Shares
Series 16 on or after May 15, 2010, in whole or in part, at any time, at a price equal to $26.00 per share, if redeemed prior to May 15,
2011, at $25.75 per share, if redeemed during the twelve months prior to May 15, 2012, at $25.50 per share, if redeemed during the
twelve months prior to May 15, 2013, at $25.25 per share, if redeemed during the twelve months prior to May 15, 2014, and at
$25.00 per share, if redeemed on or after May 15, 2014, in each case together with all declared and unpaid dividends thereon to the
date fixed for redemption. See ‘‘Details of the Offering'’.

The Bank may, with the consent of the Superintendent, give registered holders of the Preferred Shares Series 16 notice that they
have the right, pursuant to the terms of the Preferred Shares Series 16, at their option, to convert their Preferred Shares Series 16 on
the date specified in the notice into fully-paid and non-assessable shares of a further series of First Preferred Shares (the ‘‘New
Preferred Shares’’) on a share for share basis. See ‘‘Details of the Offering’’.

The Toronto Stock Exchange (the *“TSX’’) has conditionally approved the listing of the Preferred Shares Series 16 on the TSX.
Listing will be subject to the Bank fulfilling all of the requirements of the TSX on or before May 23, 2005.

Price: $25.00 per share to yield 4.85%

National Bank Financial Inc., CIBC World Markets Inc., RBC Dominion Securities Inc., BMO Nesbitt Burns Inc., Scotia Capital
Inc., TD Securities Inc., HSBC Securities (Canada) Inc., Merrill Lynch Canada Inc., Laurentian Bank Securities Inc., and Trilon
Securities Corporation (collectively the *‘Underwriters™) as principals, conditionally offer the Preferred Shares Series 16, subject to
prior sale, if, as and when issued by the Bank and accepted by the Underwriters in accordance with the conditions contained in the
underwriting agreement referred to under ‘‘Plan of Distribution’”, and subject to the approval of certain legal matters on behalf of
the Bank by McCarthy Tétrault LLP, and on behalf of the Underwriters by Ogilvy Renault LLP.

National Bank Financial Inc., one of the Underwriters, is a wholly-owned subsidiary of the Bank. Therefore, the Bank is a
related and connected issuer of National Bank Financial Inc. under applicable securities legislation. See ‘‘Plan of
Distribution”.

Price Underwriters’ Net proceeds
to public fee' to the Bank®

Per Preferred Share Series 16.................. $25.00 $0.75 $24.25
Total ... $200,000,000 $6,000,000 $194,000,000

(1) The Underwriters’ fee is $0.25 for each share purchased by certain institutions and $0.75 per share for all other shares. The total represents the
Underwriters fee and net proceeds assuming no Preferred Shares Series 16 are purchased by such institutions.
(2) Before deducting expenses of the issue payable by the Bank estimated at $400,000.

Subscriptions for the Preferred Shares Series 16 will be received subject to rejection or allotment in whole or in part, and the right is
reserved to close the subscription books at any time without notice. It is expected that the closing of this offering should take place
on or about March 15, 2005 or such later date as the Bank and the Underwriters may agree upon, but in any event, not later than
April 18, 2005. A book-entry only certificate representing the Preferred Shares Series 16 distributed hereunder will be issued in
registered form only to The Canadian Depository for Securities Limited (‘°CDS’’), or its nominee, and will be deposited with CDS
on closing of this offering. A purchaser of Preferred Shares Series 16 will receive only a customer confirmation from the registered
dealer who is a CDS participant and from or through whom the Preferred Shares Series 16 are purchased. No certificate evidencing
the Preferred Shares Series 16 will be issued to purchasers, except in limited circumstances, and registration will be made in the
depository service of CDS. See ‘‘Depositary Services’.
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Caution Regarding Forward-Looking Statements

Some of the statements contained or incorporated by reference in this prospectus, including those relating to the
Bank’s strategies and other statements that are predictive in nature, that depend upon or refer to future events or
conditions, or that include words such as “‘expects’’, ‘‘anticipates’’, ‘‘intends’’, ‘‘plans’’, ‘‘believes’’, ‘‘estimates’” or
similar expressions, are forward-looking statements within the meaning of securities laws. Forward-looking statements
include, without limitation, the information concerning possible or assumed future results of operations of the Bank.
These statements are not historical facts but instead represent only the Bank’s expectations, estimates and projections
regarding future events.

Forward-looking statements are not guarantees of future performance and involve certain risks and uncertainties
that are difficult to predict. The future results and stockholder value of the Bank may differ materially from those
expressed in these forward-looking statements due to, among other factors, the matters set out under ‘‘Risk Factors’’
and the factors detailed in the Bank’s filings with Canadian securities regulators, including its annual and interim
management’s discussion and analysis, and annual and interim financial statements and the notes thereto.

Factors that could cause actual results to differ materially from expectations include, but are not limited to: the
strength of the Canadian economy in general and the strength of the local economies within Canada in which the Bank
conducts operations; the strength of the economies of other nations in which the Bank conducts significant operations;
the effects of changes in monetary and fiscal policy, including changes in interest rate policies of the Bank of Canada
and the Board of Governors of the Federal Reserve System in the United States; changes in trade policy; the effects of
competition in the markets in which the Bank operates; inflation; capital market and currency market fluctuations; the
timely development and introduction of new products and services in relevant markets; the impact of changes in the
laws and regulations regulating financial services (including banking, insurance and securities); changes in tax laws;
technological changes; unexpected judicial or regulatory proceedings; unexpected changes in consumer spending and
saving habits; the possible impact on the Bank’s businesses of international conflicts and other developments including
those relating to war or terrorism; and the Bank’s anticipation of and success in managing the risks implied by the
foregoing. The Bank does not undertake any obligation to update or release any revisions to these forward-looking
statements to reflect events or circumstances after the date of this prospectus or to reflect the occurrence of
unanticipated events, except as required by law.



Documents Incorporated by Reference

Information has been incorporated by reference in this prospectus from documents filed with securities
commissions or similar authorities in Canada. Copies of the documents incorporated herein by reference may be
obtained on request without charge from the Corporate Secretary, National Bank of Canada, National Bank Tower,
600 de La Gauchetiere West, Montréal, Québec H3B 4L2, telephone (514) 394-6080. For the purpose of the Province
of Québec, this simplified prospectus contains information to be completed by consulting the permanent information
record. A copy of the permanent information record may be obtained from the Corporate Secretary of the Bank at the
above-mentioned address and telephone number.

The following documents have been filed by the Bank with the Superintendent and the various securities
commissions or similar authorities in Canada and are specifically incorporated by reference into, and form an integral
part of, this prospectus:

(a) the Revised Annual Information Form dated February 28, 2005;

(b) the Audited Consolidated Financial Statements for the fiscal year ended October 31, 2004, which include
comparative consolidated financial statements for the fiscal year ended October 31, 2003, together with the
Management’s Discussion and Analysis as contained in the Bank’s Annual Report for the year ended
October 31, 2004;

(c) the Auditors’ Report issued to the shareholders of the Bank on the consolidated financial statements as at
October 31, 2004 and for the year then ended;

(d) the Auditors’ Report issued to the shareholders of the Bank on the consolidated financial statements as at
October 31, 2003 and for the year then ended;

(e) the Management Proxy Circular dated January 13, 2005 in connection with the Bank’s annual meeting of
shareholders held on March 2, 2005, excluding those portions which, pursuant to National Instrument 44-
101 of the securities regulatory authorities, are not required to be incorporated by reference herein;

(f)  the First Quarterly Report to shareholders of the Bank for the quarter ended January 31, 2005, which
includes unaudited interim consolidated financial statements for the quarters ended January 31, 2005 and
2004 (the ““2005 First Quarter Report’’); and

(g) the Management’s Discussion and Analysis contained in the 2003 First Quarter Report at pages 3 - 6.

Any documents of the type referred to in the preceding paragraph and any unaudited interim financial
statements for three, six or nine month financial periods, any information circulars and any material change
reports (excluding confidential material change reports) filed by the Bank with a securities regulatory authority
in Canada, after the date of this short form prospectus and prior to the completion or withdrawal of this
offering, will be deemed to be incorporated by reference into this short form prospectus.

Any statement contained in a document incorporated or deemed to be incorporated by reference in this
prospectus or contained in this prospectus is deemed to be modified or superseded, for purposes of this
prospectus, to the extent that a statement contained in this prospectus or in any other subsequently filed
document which alse is or is deemed to be incorporated by reference in this prospectus modifies or supersedes
such statement. The modifying or superseding statement need not state that it has modified or superseded a
prior statement or include any other information set forth in the document that it modifies or supersedes. The
making of a modifying or superseding statement shall not be deemed an admission for any purposes that the
modified or superseded statement, when made, constituted a misrepresentation, an untrue statement of a
material fact or an omission to state a material fact that is required to be stated or that is necessary to make a
statement not misleading in light of the circumstances in which it was made. Any statement so meodified or
superseded shall not be deemed, except as so modified or superseded, to constitute a part of this prospectus.

Currency and Accounting Information

Unless otherwise indicated, all dollar amounts appearing in this prospectus are stated in Canadian dollars.

All amounts appearing under ‘‘Share Capital and Subordinated Indebtedness’” and ‘‘Earnings Coverage’” are
derived from the consolidated financial statements of the Bank which are presented in accordance with Canadian
Generally Accepted Accounting Principles.



National Bank of Canada

The Bank was formed through a series of amalgamations and its roots date back to 1859 with the founding
of Banque Nationale in Québec City. The Bank’s head office is located at the National Bank Tower,
600 de La Gauchetiere West, Montréal, Québec H3B 4L.2.

Subsidiaries

A list of the principal subsidiaries directly or indirectly owned or controlled by the Bank as at October 31, 2004 is
included in the Bank’s Annual Report for the year ended October 31, 2004.

Business of the Bank

The Bank maintains offices and provides services in each of the Canadian provinces. It offers a full range of
financial services to individuals, commercial enterprises, financial institutions and governments both in Canada and .
abroad.

Additional information with respect to the Bank’s business is included in the Bank’s Annual Report for the year
ended October 31, 2004.

Details of the Offering

The authorized capital of the Bank consists of: (i) an unlimited number of Common Shares, without par value,
(ii) an unlimited number of First Preferred Shares, without par value, issuable for a maximum aggregate consideration
of $1 billion or the equivalent thereof in foreign currencies; and (iii) 15 million Second Preferred Shares, without par
value, issuable for a maximum aggregate consideration of $300 million or the equivalent thereof in foreign currencies.
As at March 4, 2005, there were 168 885999 Common Shares, 15 million First Preferred Shares and no Second
Preferred Shares issued and outstanding.

The following is a summary of the rights, privileges, restrictions and conditions of the First Preferred Shares as a
class and of the Preferred Shares Series 16 as a series:
Certain Provisions of the First Preferred Shares as a Class

Issuable in Series

The First Preferred Shares may be issued, from time to time, in one or more series with such series designation,
rights, privileges, restrictions and conditions as the Board of Directors of the Bank may determine by resolution.

Priority

The First Preferred Shares of each series will rank on a parity with First Preferred Shares of every other series and
are entitled to preference over the Second Preferred Shares, the Common Shares and any other shares of the Bank
ranking junior to the First Preferred Shares with respect to the payment of dividends and upon any distribution of assets
in the event of liquidation, dissolution or winding-up of the Bank.

Restrictions

The Bank will not, without the approval of the holders of the First Preferred Shares, create or issue any shares
ranking in priority to or pari passu with the First Preferred Shares, nor create or issue any additional series of First
Preferred Shares, unless all cumulative dividends have been declared and paid or set aside for payment and all declared
and unpaid non-cumulative dividends have been paid or set aside for payment.

Voting Rights

The Board of Directors is empowered to set voting rights for each series. The holders of the First Preferred Shares
are not entitled to any voting rights as a class except as provided below or by law or with respect to the right to vote on
certain matters as specified under ‘‘Approval of the Holders of the First Preferred Shares”’.

Approval of the Holders of the First Preferred Shares

The provisions with respect to First Preferred Shares will not be deleted or modified except with a resolution
carried by the affirmative vote of not less than 66%:% of the votes cast at a meeting of holders of First Preferred Shares
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at which a majority of the outstanding First Preferred Shares is represented or, if no quorum is present at such meeting,
at any adjourned meeting at which no quorum requirements would apply.

Certain Provisions of the Preferred Shares Series 16 as a Series
Number and Issue Price

The Preferred Shares Series 16 will have an issue price of $25.00 per share.

Dividends

The holders of the Preferred Shares Series 16 will be entitled to receive a quarterly non-cumulative preferential
cash dividend, as and when declared by the Board of Directors, on the 15th day of each of February, May, August and
November in each year (the ‘‘Dividend Payment Date’*), at a quarterly rate equal to $0.303125 per share. The first of
such dividends, if declared, will be payable on May 15, 2005 and will be $0.202637 per share, based on the anticipated
closing date of March 15, 2005.

The holders of Preferred Shares Series 16 will not be entitled to any dividends other than or in excess of the fixed
non-cumulative preferential cash dividends described above.

If the Board of Directors of the Bank in its discretion does not declare and the Bank does not subsequently pay the
above mentioned dividend, or any part thereof, on the Preferred Shares Series 16 on or before the Dividend Payment
Date for a particular quarter, then the right of the holders of the Preferred Shares Series 16 to receive such dividend, or
any part thereof, for such quarter will be forever extinguished.

See ‘‘Restrictions on Dividends and Retirement of Shares’” and ‘‘Bank Act Restrictions’’.

Redemption

The Preferred Shares Series 16 may not be redeemed prior to May 15, 2010. Subject to the provisions described
below under ‘‘Restrictions on Dividends and Retirement of Shares’’, the Bank may, on not more than 60 and not less
than 30 days notice at the Bank’s option without the consent of the holders, redeem for cash the Preferred Shares
Series 16 on or after May 15, 2010 in whole or in part, at any time, at a price equal to $26.00 per Preferred Share
Series 16, if redeemed prior to May 15, 2011, at $25.75 per Preferred Share Series 16, if redeemed during the twelve
months prior to May 15, 2012, at $25.50 per Preferred Share Series 16, if redeemed during the twelve months prior to
May 15, 2013, at $25.25 per Preferred Share Series 16, if redeemed during the twelve months prior to May 15, 2014,
and at $25.00 per Preferred Share Series 16, if redeemed on or after May 15, 2014, in each case together with the
amount of all declared and unpaid dividends thereon to the date fixed for redemption.

If only part of the then outstanding Preferred Shares Series 16 is at any time to be redeemed, the Preferred Shares
Series 16 to be redeemed will be selected by lot, pro rata, or in such other manner as the Board of Directors may
determine subject to the approval of the TSX. If the Preferred Shares Series 16 are not held in the CDS book-entry only
system and if fewer than all the Preferred Shares Series 16 represented by any certificate will be redeemed, a new
certificate for the balance will be issued without cost to the holder. Comparable measures will be taken for Preferred
Shares Series 16 held in the CDS book-entry only system.

All redemptions of the Preferred Shares Series 16 are subject to the provisions of the Bank Act (Canada)
(the “‘Bank Act’’) and the consent of the Superintendent. See ‘‘Bank Act Restrictions’”.

Conversion into Another Series of Preferred Shares at the Option of the Holder

The Bank may, at any time by resolution of the Board of Directors, constitute a further series of First Preferred
Shares (the ‘“New Preferred Shares’”) having rights, privileges, restrictions and conditions attaching thereto which
would qualify such New Preferred Shares as Tier 1 capital of the Bank under the then current capital adequacy
guidelines prescribed by the Superintendent. The Bank will ensure that such New Preferred Shares will not, if issued,
be or be deemed to be ‘‘term preferred shares’’ or “‘short-term preferred shares’” within the meaning of the Income Tax
Act (Canada) (the ““Tax Act’’). In such event, the Bank may, with the consent of the Superintendent, give registered
holders of the Preferred Shares Series 16 notice that they have the right, pursuant to the terms of the Preferred Shares
Series 16, at their option, to convert their Preferred Shares Series 16 on the date specified in the notice into fully-paid
and non-assessable New Preferred Shares on a share for share basis. Notice shall be given by the Bank to registered
holders not more than 60 days and not less than 30 days prior to the conversion date. See ‘‘Restraints on Bank Shares
under the Bank Act’’.



Purchase for Cancellation

Subject to the provisions of the Bank Act, the consent of the Superintendent and the provisions described below
under ‘‘Restrictions on Dividends and Retirement of Shares’’, the Bank may at any time purchase for cancellation any
Preferred Shares Series 16 at the lowest price or prices at which, in the opinion of the Board of Directors of the Bank,
such shares are obtainable. See ‘‘Bank Act Restrictions’’.

Rights on Liquidation

In the event of the liquidation, dissolution or winding-up of the Bank, the holders of the Preferred Shares Series 16
will be entitled to receive $25.00 per Preferred Share Series 16, together with all dividends declared and unpaid to and
including the date of distribution, before any amount will be paid or any asscts of the Bank distributed to the holders of
any shares ranking junior to the Preferred Shares Series 16. The holders of Preferred Shares Series 16 will not be
entitled to share in any further distribution of the assets of the Bank.

Restrictions on Dividends and Retirement of Shares

As long as any of the Preferred Shares Series 16 are outstanding, the Bank will not, without the prior approval of
the holders of such Preferred Shares Series 16 given as specified below under ‘‘Shareholder Approvals’’:

{a) declare or pay or set aside for payment any dividends on any shares of any class of shares of the Bank
ranking junior to the Preferred Shares Series 16 (other than stock dividends in any shares ranking junior to
the Preferred Shares Series 16):

{b) call for redemption or redeem, call for purchase or purchase, or otherwise retire or reduce or make any
return of capital in respect of shares of any class of shares of the Bank ranking junior to the Preferred Shares
Series 10;

(c) call for redemption or redeem, call for purchase or purchase, or otherwise retire or reduce or make any
return of capital in respect of part only of the Preferred Shares Series 16; or

(d) call for redemption or redeem, call for purchase or purchase, or otherwise retire or reduce or make any
return of capital in respect of any shares of any class of shares of the Bank ranking pari passu with the
Preferred Shares Series 16, except in satisfaction of an obligation to purchase or obligation in respect of a
sinking fund, of a right of retraction or of any other mandatory redemption provision of any given series of
any preferred shares,

unless all dividends up to and including the Dividend Payment Date for the last completed period for which dividends
shall be payable shall have been declared and paid or set apart for payment in respect of each series of cumulative First
Preferred Shares then issued and outstanding and on all other cumulative shares ranking on a parity with the First
Preferred Shares and there shall have been paid or set apart for payment all declared dividends in respect of each series
of non-cumulative First Preferred Shares (including the Preferred Shares Series 16) then issued and outstanding and on
all other non-cumulative shares ranking on a parity with the First Preferred Shares. See ‘‘Bank Act Restrictions™.

Issue of Additional Series of First Preferred Shares

The Bank may issue other series of First Preferred Shares without the authorization of the holders of the Preferred
Shares Series 16.

Amendments to Preferred Shares Series 16

The Bank will not without, but may from time to time with, the approval of the holders of the Preferred Shares
Series 16 given as specified below under “‘Shareholder Approvals’” and any approval of the TSX as may be necessary,
delete or vary any rights, privileges. restrictions and conditions attaching to the Preferred Shares Series 16. In addition
to the aforementioned approval, the Bank will not without, but may from time to time with, the prior approval of the
Superintendent make any such deletion or variation which might affect the classification afforded to the Preferred
Shares Series 16 from time to time for capital adequacy requirements pursuant to the Bank Act and the regulations and
guidelines thereunder.

Shareholder Approvals

The approval of any amendments to the rights, privileges, restrictions and conditions attaching to the Preferred
Shares Series 16 may be given by resolution carried by the affirmative vote of not less than 66%:% of the votes cast at a
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meeting of holders of Preferred Shares Series 16 at which a majority of the outstanding Preferred Shares Series 16 is
represented or, if no quorum is present at such meeting, at any adjourned meeting at which no guorum requirements
would apply.

In connection with any action to be taken by the Bank which requires the approval of the holders of Preferred
Shares Series 16 voting as a series or as part of a class, each such share will entitle the holder thereof to one vote.

Voting Rights

Subject to the provisions of the Bank Act, the holders of the Preferred Shares Series 16 as such will not be entitled
to receive notice of or to attend or to vote at any meeting of the shareholders of the Bank unless and until the first time
at which the rights of such holders to any undeclared dividends have become extinguished as described above under
*‘Dividends’’.

In that event, the holders of the Preferred Shares Series 16 will be entitled to receive notice of, and to attend,
meetings of shareholders at which directors of the Bank are elected and will be entitled to one vote for each share held.
The voting rights of the holders of the Preferred Shares Series 16 will forthwith cease upon payment by the Bank of the
first quarterly dividend on the Preferred Shares Series 16 to which the holders are entitled subsequent to the time such
voting rights first arose. At such time as the rights of such holders to any undeclared dividends on the Preferred Shares
Series 16 have again become extinguished, such voting rights will become effective again and so on from time to time.

Tax Election

The Bank will make the necessary election under Part VI.1 of the Tax Act so that corporate shareholders will not
be subject to tax under Part IV.1 of the Tax Act on dividends paid (or deemed to be paid) by the Bank on the Preferred
Shares Series 16.

Depository Services

Book-Entry Only Form

Except as otherwise provided below, the Preferred Shares Series 16 will be issued in ‘‘book-entry only’’ form and
must be purchased or transferred through participants (the ‘‘Participants’) in the depository service of CDS.
Participants include securities brokers and dealers, banks and trust companies. On the closing date, the Bank will cause
a global certificate representing the Preferred Shares Series 16 to be delivered to, and registered in the name of, CDS.
Except as otherwise provided below, no beneficial owner of Preferred Shares Series 16 will be entitled to a certificate
or other instrument from the Bank or CDS evidencing that beneficial owner’s ownership thereof, and no beneficial
owner will be shown on the records maintained by CDS except through a book-entry account of a Participant acting on
behalf of such beneficial owner. Each beneficial owner of Preferred Shares Series 16 will receive a customer
confirmation of purchase from the registered dealer from which the Preferred Shares Series 16 are purchased in
accordance with the practices and procedures of that registered dealer. The practices of registered dealers may vary, but
generally customer confirmations are issued promptly after execution of a customer order.

CDS will be responsible for establishing and maintaining book-entry accounts for its participants having interests
in the Preferred Shares Series 16. If (i) required to do so by applicable law or the rules of any securities exchange,
(ii) the book-entry only system ceases to exist, (iii) the Bank determines that CDS is no longer willing or able to
discharge properly the responsibilities as depository with respect to the Preferred Shares Series 16 and the Bank is
unable to locate a qualified successor, or (iv) the Bank at its option elects, or is required by law, to withdraw the
Preferred Shares Series 16 from the book-entry only system, then physical certificates representing the Preferred Shares
Series 16 will be issued to beneficial owners thereof or their nominees.

Neither the Bank nor the Underwriters will assume any liability for (i) any aspect of the records relating to the
beneficial ownership of the Preferred Shares Series 16 held by CDS or the payments or deliveries relating thereto,
(ii) maintaining, supervising or reviewing any records relating to the Preferred Shares Series 16, or (iii) any advice or
representation made by or with respect to CDS relating to the rules governing CDS or any action to be taken by CDS or
at the direction of Participants. The rules governing CDS provide that it acts as the agent and depository for the
Participants. As a result, Participants must look solely to CDS, and persons other than Participants having an interest in
Preferred Shares Series 16 must look solely to Participants, for payments or deliveries made by or on behalf of the
Bank to CDS in respect of Preferred Shares Series 16.



Transfers and Conversions

Transfers of ownership and conversions of Preferred Shares Series 16 will be effected only through records
maintained by CDS for such Preferred Shares Series 16 with respect to interests of Participants and on the records of
Participants with respect to interests of persons other than Participants. Beneficial owners of Preferred Shares Series 16
who are not Participants, but who desire to purchase, sell, convert or otherwise transfer ownership of, or other interests
in, the Preferred Shares Series 16, may do so only through Participants. The ability of a beneficial owner to pledge
Preferred Shares Series 16 or otherwise take action with respect to such beneficial owner’s interest in Preferred Shares
Series 16 (other than through a participant) may be limited due to the lack of a physical certificate. See “‘Restraints on
Bank Shares under the Bank Act™’.

Manner of Effecting Redemption

A redemption of Preferred Shares Series 16 will be effected through records maintained by CDS with respect to
interests of Participants, and on the records of Participants with respect to interests of persons other than Participants.
See “‘Bank Act Restrictions’”.

Payment of Dividends and Other Amounts

As long as CDS is the registered holder of the Preferred Shares Series 16, CDS will be considered the sole owner
of the Preferred Shares Series 16 for the purposes of receiving payments on the Preferred Shares Series 16. As such,
payment of dividends and other amounts in respect of the Preferred Shares Series 16 will be made by the Bank to CDS.

The Bank expects that CDS, upon receipt of any payment in respect of the Preferred Shares Series 16, will credit
the Participants’ accounts, on the date an amount is payable, with payments in amounts proportionate to the number of
Preferred Shares Series 16 held by such Participants as shown on the records of CDS. The Bank also expects that
payments by the Participants to the owners of beneficial interests in such Preferred Shares Series 16 held through such
Participants will be governed by standing instructions and customary practices. as is the case with securities held for
the accounts of customers in bearer form or registered in ‘‘street name’ and will be the responsibility of such
Participants. The responsibility and liability of the Bank in respect of the Preferred Shares Series 16 issued in
book-entry form are limited to making payment of any amount due on such Preferred Shares Series 16 to CDS.

Bank Act Restrictions

Under the Bank Act, the Bank, with the prior consent of the Superintendent, may redeem or purchase any of its
shares, including the Preferred Shares Series 16, unless there are reasonable grounds for believing that the Bank is, or
the redemption or purchase would cause the Bank to be, in contravention of any regulation made under the Bank Act
respecting the maintenance by banks of adequate capital and adequate and appropriate forms of liquidity, or any
direction to the Bank made by the Superintendent pursuant to Subsection 485(3) of the Bank Act regarding its capital
or its liquidity. No such direction to the Bank has been made to date.

The Bank is prohibited under the Bank Act from paying or declaring a dividend if there are reasonable grounds for
believing that the Bank is, or the payment would cause the Bank to be, in contravention of any regulation made under
the Bank Act respecting the maintenance by banks of adequate capital and adequate and appropriate forms of liquidity,
or any direction to the Bank made by the Superintendent pursuant to Subsection 485(3) of the Bank Act regarding its
capital or its liquidity. As at the date hereof, this limitation would not restrict a payment of quarterly dividends on the
Preferred Shares Series 16. Further, no such direction to the Bank has been made to date.

The Bank is also prohibited under Subsection 79(5) of the Bank Act from paying or declaring a dividend in any
financial year without the approval of the Superintendent, if, on the day the dividend is declared, the total of all
dividends declared by the Bank in that year would exceed the aggregate of the Bank’s net income up to that day in that
year and of its retained net income for the preceding two financial years. As of the date hereof, this limitation would not
restrict a payment of quarterly dividends on the Preferred Shares Series 16.



Restraints on Bank Shares under the Bank Act

The Bank Act contains restrictions on the issue, transfer, acquisition, beneficial ownership and voting of all shares
of a chartered bank. By way of summary, no person, or persons acting jointly or in concert, shall be a major
shareholder of a bank if the bank has equity of $5 billion or more. While the equity of the Bank is less than $5 billion
and the Bank Act would otherwise permit a person to own up to 65% of any class of shares of the Bank, the Bank is
deemed to be a bank to which the ownership restrictions for banks with equity of $5 billion or more apply until the
Minister of Finance (Canada) specifies, on application by the Bank, that these restrictions no longer apply to the Bank.

A person is a major shareholder of a bank where (i) the aggregate of the shares of any class of voting shares
beneficially owned by that person, by entities controlled by that person and by any person associated or acting jointly or
in concert with that person is more than 20% of that class of voting shares; or (ii) the aggregate of the shares of any
class of non-voting shares beneficially owned by that person, by entities controlled by that person and by any person
associated or acting jointly or in concert with that person is more than 30% of that class of non-voting shares. No
person, or persons acting jointly or in concert, shall have a significant interest in any class of shares of a bank, including
the Bank, unless the person first receives Ministerial approval. For purposes of the Bank Act, a person has a significant
interest in a class of shares of a bank where the aggregate of any shares of the class beneficially owned by that person,
by entities controlled by that person and by any person associated or acting jointly or in concert with that person (as
contemplated by the Bank Act) exceeds 10% of all of the outstanding shares of that class of shares of such bank.

The Bank Act also prohibits the registration of a transfer or issue of any shares of the bank to Her Majesty in Right
of Canada or of a province or any agent or agency of Her Majesty in either of those rights, or to the government of a
foreign country or any political subdivision, agent or agency of any of them.

Purchasers of the Preferred Shares Series 16 may be required to furnish declarations relative to ownership in a
form prescribed by the Bank.

Common Shares

The holders of Common Shares are entitled to vote at all meetings of the shareholders of the Bank except where
only the holders of a specified class of shares are entitled to vote.

After the payment to the holders of the First Preferred Shares of the amount or amounts to which they may be
entitled, the holders of the Common Shares are entitled to receive the remaining property of the Bank upon dissolution.

Canadian Federal Income Tax Considerations

In the opinion of McCarthy Tétrault LLP, counsel to the Bank and Ogilvy Renault LLP, counsel to the
Underwriters, the following is a summary of the principal Canadian federal income tax considerations generally
applicable to a beneficial owner of Preferred Shares Series 16 acquired pursuant to this prospectus who, within the
meaning of the Tax Act, is resident in Canada, deals at arm’s length and is not affiliated with the Bank, holds the
Preferred Shares Series 16 as capital property and is not exempt from tax under Part I of the Tax Act. This summary
does not take into account the ‘‘mark-to-market’’ rules contained in the Tax Act which apply to certain financial
institutions. Furthermore, the summary does not apply to a ‘“specified financial institution’” (as defined in the Tax Act)
that receives (or is deemed to receive), either alone or together with persons with whom it does not deal at arm’s length,
in the aggregate dividends in respect of more than 10% of the Preferred Shares Series 16 outstanding at the time a
dividend is received.

This summary is of a general nature only and is not intended to be, nor should it be construed to be, legal or
tax advice to any particular investor. Consequently, investors are urged to consult their own tax advisors with
respect to their particular circumstances.

This summary is based on the current provisions of the Tax Act, the regulations thereunder, all specific proposals
to amend the Tax Act and the regulations publicly announced by the Minister of Finance prior to the date hereof
(the *“‘Proposals’”) and the current administrative practices published by the Canada Revenue Agency. No assurances
can be given that the Proposals will become law as proposed or at all. This summary does not otherwise take into
account any changes in law, whether by legislative, governmental or judicial decision or action, nor does it take into
account or consider any provincial, territorial or foreign tax considerations.
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Dividends

Dividends (including deemed dividends) received on the Preferred Shares Series 16 by an individual (other than
certain trusts) will be included in computing the individual’s income and generally will be subject to the gross-up and
dividend tax credit rules normally applicable to taxable dividends received from taxable Canadian corporations.

Dividends (including deemed dividends) received on the Preferred Shares Series 16 by a corporation will be
included in computing income and generally will be deductible in computing the taxable income of the corporation.
The Preferred Shares Series 16 will be “‘taxable preferred shares’ as defined in the Tax Act. The terms of the Preferred
Shares Series 16 require the Bank to make the necessary election under Part V1.1 of the Tax Act so that corporate
shareholders will not be subject to tax under Part TV.1 of the Tax Act on dividends paid (or deemed to be paid) by the
Bank on the Preferred Shares Series 16.

A “‘private corporation’’, as defined in the Tax Act, or any other corporation controlled whether by reason of a
beneficial interest in one or more trusts or otherwise by or for the benefit of an individual (other than a trust) or a
related group of individuals (other than trusts), will generally be liable to pay a 33'3% refundable tax under Part IV of
the Tax Act on dividends received (or deemed to be received) on the Preferred Shares Series 16 to the extent such
dividends are deductible in computing its taxable income.

Dispositions

A holder who disposes of or is deemed to dispose of the Preferred Shares Series 16 (either on redemption of the
shares for cash or otherwise, but not on conversion) will generally realize a capital gain (or sustain a capital loss) to the
extent that the proceeds of disposition, net of any reasonable costs of disposition, exceed (or are less than) the adjusted
cost base of such shares to the holder thereof. In the case of a holder that is a corporation, partnership or trust, the
amount of any capital loss otherwise determined may be reduced by the amount of dividends (including deemed
dividends) previously received on the shares to the extent and under the circumstances described in the Tax Act.

Generally, one-half of any such capital gain will be included in computing the holder’s income as a taxable capital
gain and one-half of any such capital loss may be deducted from the holder’s net taxable capital gains in accordance
with the rules contained in the Tax Act. Capital gains realized by an individual may give rise to a liability for minimum
tax.

Canadian controlled private corporations (as defined in the Tax Act) may be liable to pay an additional refundable
tax of 6%:% on certain investment income, including amounts in respect of net taxable capital gains.

Redemption

If the Bank redeems for cash, cancels or otherwise acquires the Preferred Shares Series 16 other than by a
purchase in the manner in which shares are normally purchased by a member of the public in the open market, the
holder will be deemed to have received a dividend equal to the amount, if any, paid by the Bank in excess of the
paid-up capital of such shares at such time. The difference between the amount paid by the Bank and the amount of the
deemed dividend will be treated as proceeds of disposition for the purposes of computing the capital gain or capital loss
arising on the disposition of such shares. See ‘‘Dispositions’” above. In the case of a corporate shareholder, it is
possible that in certain circumstances all or part of the amount so deemed to be a dividend may be treated as proceeds
of disposition and not as a dividend.

Conversion

The conversion of the Preferred Shares Series 16 into New Preferred Shares will be deemed not to be a disposition
of property and accordingly will not give rise to any capital gain or capital loss. The cost to an investor of New
Preferred Shares received on the conversion will be deemed to be equal to the investor’s adjusted cost base of the
Preferred Shares Series 16 immediately before the conversion.
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Share Capital and Subordinated Indebtedness

Certain selected consolidated financial data set forth below has been derived from the Bank’s interim unaudited
consolidated financial statements for the three-month period ended January 31, 2005 or the Bank’s audited consolidated
financial statements for the year ended October 31, 2004, as applicable. The following table shows the subordinated
indebtedness, share capital, contributed surplus, unrealized foreign currency translation adjustments and retained
earnings of the Bank as at the respective dates shown:

January 31, October 31,
2005 2004
(unaudited) (audited)
($ millions)
Subordinated Indebtedness . ....... ... ... 1,764 1,408
Capital Stock
Preferred ) 375 375
CommMOn D o 1,563 1,545
Contributed SUIPIUS . . ..o e e e 8 7
Unrealized Foreign Currency Translation Adjustments. . ............. ... 4 (10)
Retained Earnings ... ... . i e 2,453 2,287

(1) After giving effect to this offering, Capital Stock — Preferred would have amounted to $575 million as at January 31, 2005 and
October 31, 2004,

(2) On January 10, 2005, the Bank announced its intention to make a normal course issuer bid on the TSX to buy back up to 8,400,000 Common
Shares in total during a maximum period of 12 months commencing January 13, 2005 and ending January 12, 2006. The Bank will determine
the actual number of Common Shares that it will purchase as well as the timing of any such purchases. The Bank will pay the market price for
the Common Shares at the time of acquisition.

Earnings Coverage

The Bank’s dividend requirements on its outstanding First Preferred Shares, after giving effect to the issue of the
Preferred Shares Series 16 to be distributed under this short form prospectus, and adjusted to a before-tax equivalent
using statutory income tax rates of 33.5% and 34% for the 12 months ended January 31, 2005 and October 31, 2004
respectively, amounted to $48 million for each period. The Bank’s interest requirements for the 12 months ended
January 31, 2005 and October 31, 2004, after giving effect to the issue and redemption of all subordinated indebtedness
up to the date of this prospectus, amounted to $100 million and $99 million, respectively. The Bank’s earnings before
taxes, minority interest and debentures for the 12 months ended January 31, 2005 and October 31, 2004 were
$1,234 million and $1,170 million, respectively, which are 8.35 times and 7.97 times the Bank’s aggregate dividend
and interest requirements for these periods, respectively.

Ratings

The Preferred Shares Series 16 are provisionally rated Pfd-2n by Dominion Bond Rating Services Limited
(*‘DBRS™"). As used by DBRS, ‘‘Pfd-2n"’ denotes ‘‘Satisfactory Credit Quality’” and represents the second highest
category available from DBRS for preferred shares. A reference to ‘‘high’” or “‘low’” reflects the relative strength
within the rating category. The reference to ‘‘n’’ signifies that the preferred shares are non-cumulative.

The Preferred Shares Series 16 are provisionally rated P-2 (High) by Standard & Poor’s (‘‘S&P’’), the second
highest of five categories of ratings used by S&P on its Canadian preferred share scale. In certain cases, preferred
shares may have a “‘high’’ or *‘low”’ characterization to reflect an issuer’s relative strength within a rating category.

Prospective purchasers of Preferred Shares Series 16 should consult the rating organization with respect to the
interpretation and implications of the foregoing provisional ratings. Neither of the foregoing ratings should be
construed as a recommendation to buy, sell or hold the Preferred Shares Series 16. Either of the foregoing ratings may
be revised or withdrawn at any time by the respective rating organization.
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Plan of Distribution

Under an agreement dated February 28, 2005 (the *‘Underwriting Agreement’’) between the Bank and National
Bank Financial Inc., CIBC World Markets Inc., RBC Dominion Securities Inc., BMO Nesbitt Burns Inc., Scotia
Capital Inc., TD Securities Inc., HSBC Securities (Canada) Inc., Merrill Lynch Canada Inc., Laurentian Bank
Securities Inc. and Trilon Securities Corporation (collectively the *‘Underwriters’”), the Bank has agreed to sell and the
Underwriters, acting as underwriters, have jointly and not solidary agreed to purchase all but no less than all of the
Preferred Shares Series 16 on March 15, 2005 or such later datc as may be agreed upon, but not later than April 18,
2005, subject to the terms and conditions stated therein, at a price of $25.00 per share, payable in cash to the Bank
against delivery of such Preferred Shares Series 16.

The Bank has agreed to pay the Underwriters a fee per Preferred Share Series 16 equal to $0.25 with respect to
Preferred Shares Series 16 sold to certain institutions and $0.75 with respect to all other Preferred Shares Series 16.
Assuming that no Preferred Shares Series 16 are sold to such institutions, the Underwriters’ fee will be $6,000,000. The
obligations of the Underwriters under the Underwriting Agreement may be terminated at their discretion on the basis of
their assessment of the state of the financial markets and may also be terminated upon the occurrence of certain stated
events. The Underwriters are, however, obligated to take up and pay for all of the Preferred Shares Series 16 if any are
purchased under the Underwriting Agreement.

Pursuant to policy statements of the Autorité des marchés financiers (Québec) and the Ontario Securities
Commission, the Underwriters may not, throughout the period of distribution under this prospectus, bid for or purchase
the Preferred Shares Series 16. The foregoing restriction is subject to certain exceptions, as long as the bid or purchase
is not engaged in for the purpose of creating actual or apparent active trading in or raising the price of such securities.
These exceptions include a bid or purchase permitted under the Universal Market Integrity Rules administrated by
Market Regulation Services Inc. relating to market stabilization and passive market making activities and a bid or
purchase made for and on behalf of a customer when the order was not solicited during the period of distribution. In
connection with this offering and subject to the foregoing and to applicable law, the Underwriters may over-allot or
effect transactions intended to stabilize or maintain the market price of the Preferred Shares Series 16 at levels other
than those which might otherwise prevail on the open market. Such transactions, if commenced, may be discontinued at
any time.

National Bank Financial Inc., one of the Underwriters, is an indirect wholly-owned subsidiary of the Bank. As a
result, the Bank is a connected or related issuer to National Bank Financial Inc. under applicable legislation. The
decision to distribute the Preferred Shares Series 16 and the determination of the terms of the distribution were made
through negotiation between the Bank and the Underwriters. CIBC World Markets Inc., an Underwriter, in respect of
which the Bank is not a related or connected issuer, has participated in the structuring and pricing of the offering and in
the due diligence activities performed by the Underwriters for the offering. National Bank Financial Inc. will not
receive any benefit in connection with this offering other than a portion of the Underwriters” fee payable by the Bank.

Use of Proceeds

The net proceeds to the Bank from the sale of the Preferred Shares Series 16 offered hereby, after deducting
estimated expenses of the issue and the Underwriters’ commission (assuming no Preferred Shares Series 16 are sold to
certain institutions), will amount to approximately $193,600,000. Such proceeds will be used for general banking
purposes. The purpose of this issue is to enlarge the Bank’s Tier 1 capital base.

Risk Factors

An investment in Preferred Shares Series 16 of the Bank is subject to certain risks. The value of Preferred Shares
Series 16 will be affected by the general creditworthiness of the Bank. The section entitled ‘‘Management’s Discussion
and Analysis’’ contained in the Bank’s Annual Report for the year ended October 31, 2004, is incorporated by
reference in the prospectus. This analysis discusses, among other things, known material trends and events, and risks or
uncertainties that are reasonably expected to have a material effect on the Bank’s business, financial condition or results
of operations.

Real or anticipated changes in credit ratings on the Preferred Shares Series 16 may affect the market value of the
Preferred Shares Series 16. In addition, real or anticipated changes in credit ratings can affect the cost at which the
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Bank can transact or obtain funding, and thereby affect the Bank’s liquidity, business, financial condition or results of
operations,

Increases in interest rates will affect the market value of the Preferred Shares Series 16.

See ““Earnings Coverage’ and ‘‘Share Capital and Subordinated Indebtedness’, which are relevant to an
assessment of the risk that the Bank will be unable to pay dividends on the Preferred Shares Series 16. The Preferred
Shares Series 16 are equity capital of the Bank which rank equally with other First Preferred Shares of the Bank in the
event of an insolvency or winding-up of the Bank. If the Bank becomes insolvent or is wound-up, the Bank’s assets
must be used to pay deposit liabilities and other debt, including subordinated debt, before payments may be made on
Preferred Shares Series 16 and other preferred shares.

Prevailing yields on similar securities will affect the market value of Preferred Shares Series 16. Assuming all
other factors remain unchanged, the market value of the Preferred Shares Series 16 will decline as prevailing yields for
similar securities rise, and will increase as prevailing yields for similar securities decline,

Legal Matters

Legal matters in connection with the issue and sale of the Preferred Shares Series 16 will be passed upon, on
behalf of the Bank, by McCarthy Tétrault LLP and, on behalf of the Underwriters, by Ogilvy Renault LLP.

As of March 4, 2005, the partners and associates of each of McCarthy Tétrault LLP and Ogilvy Renault LLP, as a
group, beneficially own, directly or indirectly, less than one percent of any securities of the Bank, or its affiliates or
associates.

Transfer Agent and Registrar

National Bank Trust Inc. at its principal transfer offices in Halifax, St. John, Montréal, Toronto, Winnipeg,
Regina, Calgary and Vancouver will be the transfer agent and registrar for the Preferred Shares Series 16. The
Preferred Shares Series 16 will be issued in book entry only form through CDS. Subject to the CDS procedures,
registration and transfers of the Preferred Shares Series 16 may be effected at such principal offices of National Bank
Trust Inc.

Statutory Rights of Withdrawal and Rescission

Securities legislation in several of the provinces of Canada provides purchasers with the right to withdraw from an
agreement to purchase securities within two business days after receipt, or deemed receipt, of a prospectus and any
amendment. In several of the provinces, securities legislation further provides a purchaser with remedies for rescission
or, in some jurisdictions, damages where the prospectus and any amendment contains a misrepresentation or is not
delivered to the purchaser, provided that such remedies for rescission or damages are exercised by the purchaser within
the time limited prescribed by the securities legislation of the purchaser’s province. The purchaser should refer to any
applicable provisions of the securities legislation of the purchaser’s province for the particulars of these rights or
consult with a legal advisor.



Certificate of the Bank
Dated: March 7, 2005

This short form prospectus, together with the documents incorporated herein by reference, constitutes full, true
and plain disclosure of all material facts relating to the securities offered by this prospectus as required by the securities
legislation of all provinces of Canada. For the purposes of the Province of Québec, this simplified prospectus, as
supplemented by the permanent information record, contains no misrepresentation that is likely to affect the value or
the market price of the securities to be distributed.

(Signed) REAL RayMoND (Signed) Louis VACHON
President and Chairman, National Bank Financial Group
Chief Executive Officer and Natcan Investment Management Inc. and

Senior Vice-President
(as Chief Financial Officer)

On behalf of the Board of Directors

(Signed) JEAN DOUVILLE (Signed) PIERRE BOURGIE
Director Director
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Certificate of the Underwriters

Dated: March 7, 2005

To the best of our knowledge, information and belief, this short form prospectus, together with the documents
incorporated herein by reference, constitute full, true and plain disclosure of all material facts relating to the securities
offered by this prospectus as required by the securities legislation of all provinces of Canada. For the purposes of the
Province of Québec, to our knowledge, this simplified prospectus, as supplemented by the permanent information
record, contains no misrepresentation that is likely to affect the value or the market price of the securities to be

distributed.

NATIONAL BANK FINANCIAL INC.

By: (Signed) PauL ST-MICHEL

CIBC WoRLD MARKETS INC.

By: (Signed) CHARLES ST-GERMAIN

RBC DoMINION SECURITIES INC.

By: (Signed) BARRY NOWOSELSKI

BMO NEesBITT BURNS INC.

By: (Signed) PIERRE-OLIVIER PERRAS  By: (Signed) MarY ROBERTSON

HSBC Securities (Canada) Inc.

By: (Signed) CATHERINE J. CODE

LAURENTIAN BANK SECURITIES INC.

By: (Signed) MicHEL RICHARD

ScoTtia CaPITAL INC.

TD SECURITIES INC.

By: (Signed) MarRC FORTIN

MERRILL LYyNCH CaNaDA INC.

By: (Signed) Eric MicHAUD

TRILON SECURITIES CORPORATION

By: (Signed) TrRevor D. KERR




Auditors’ Consent-2004

We have read the short form prospectus dated March 7, 2005 relating to the offering of $200,000,000 of
Non-Cumulative Fixed Rate First Preferred Shares Series 16 of National Bank of Canada (the ‘*Bank’’). We have
complied with Canadian generally accepted standards for an auditor’s involvement with offering documents.

We consent to the incorporation by reference in the above-mentioned short form prospectus of our report to the
Shareholders of the Bank on the Consolidated Balance Sheet as at October 31, 2004 and the Consolidated Statements
of Income, Changes in Sharcholders’ Equity and Cash Flows for the year then ended. Our report is dated
December 2, 2004.

(Signed) *‘Samson Bélair / Deloitte & Touche s.e.n.c.r.l.’”’
Chartered Accountants

Montréal, Canada
March 7, 2005




Auditors’ Consent-2003

We have read the short form prospectus dated March 7, 2005 relating to the offering of $200,000,000 of Non-
Cumulative Fixed Rate First Preferred Shares Series 16 of National Bank of Canada (the ‘*Bank’"). We have complied
with Canadian generally accepted standards for an auditor’s involvement with offering documents.

We consent to the incorporation by reference in the above-mentioned short form prospectus of our report to the
Shareholders of the Bank on the Consolidated Balance Sheet as at October 31. 2003 and the Consolidated Statements
of Income, Changes in Shareholders’ Equity and Cash Flows for the year then ended. Our report is dated
November 28, 2003.

(signed) ‘‘Samson Bélair / Deloitte & Touche s.e.n.c.r.l.”’ (signed) “‘PricewaterhouseCoopers LLP™
Chartered Accountants Chartered Accountants

Montréal, Canada Montréal, Canada

March 7, 2005 March 7, 2005
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MARCH 2, 2005

FINAL REPORT ON THE VOTING

FOR MORE INFORMATION ON THE PROPOSALS SUBMITTED TO THE
SHAREHOLDERS, PLEASE REFER TO THE MANAGEMENT PROXY CIRCULAR
DATED DECEMBER 29, 2004.

51.1% of the votes related to common shares issued and outstanding as at January 13,
2005 (date on which the registers were closed) were cast at the Meeting.

PROPOSALS PRESENTED BY BANK MANAGEMENT

1. Election of Directors

All the nominees for election as directors received at least 94% of votes in favour
of their election.

2. Appointment of Auditor

For: 99.1 %
Abstentions: 09%

PROPOSALS PRESENTED BY YVES MICHAUD, A SHAREHOLDER OF THE
BANK

3. Shareholder Proposal No. 1 relating to the closing down of the Bank’s
subsidiaries located in tax havens.

For: 38%
Against : 96.2 %

4. Shareholder Proposal No. 2 relating to the establishment of a ceiling on the
salaries of executive officers of the Bank and its subsidiaries.

For: 6.4 %
Against 93.6 %




Final Report on the voting — Page 2

PROPOSALS PRESENTED BY THE ASSOCIATION FOR THE PROTECTION
OF QUEBEC SAVERS AND INVESTORS, A SHAREHOLDER OF THE BANK

5. Shareholder Proposal No. 3 relating to the establishment of a maximum
number of years (maximum 10) during which an independent director can
serve on the board of directors.

For: 8.1%
Against: 91.9 %

6. Shareholder Proposal No. 4 relating to the setting up of a cumulative voting
system.
For: 7.1 %

Against: 92.9 %

7. Shareholder Proposal No. S relating to the replacement of the stock option
plan for the officers by a restricted stock plan where the stock must be held
for a minimum of two years.

For: 8.8 %
Against: 91.2 %
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Montreal, February 28, 2005

Sirs :

Re : REVISED ANNUAL INFORMATION FORM OF THE NATIONAL BANK OF CANADA

The National Bank of Canada (the “Bank”) filed today a revised annual information form, in
conformity with National Instrument 13-101 — System for Electronic Document Analysis and
Retrieval (SEDAR), for the sole purpose of completing the information found under the heading
“Directors and Executive officers - Cease trade orders and bankruptcies” on page 6 of the Annual
Information Form of the Bank dated January 18, 2005. The omitted information was recently
brought to the attention of the Bank. Please note that the correction shall also apply the all
documents comprising the Bank’s continuous disclosure documents, including the section under
the heading “Election of Directors”, on page 7 of the Banks’ Management Proxy Circular, dated
January 13, 2005.

NATIONAL BANK OF CANADA

(s) Linda Caty
Vice-President and Corporate
Secretary
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English summary of the MRRS decision document dated February 28, 2005

DECISION DOCUMENT

This mutual reliance review system decision document evidences that preliminary receipts of the
regulators in each of British Columbia, Alberta, Saskatchewan, Manitoba, Ontario, Québec,
New-Brunswick, Nova Scotia, Prince Edward Island and Newfoundland and Labrador have been
issued for a preliminary short form prospectus dated February 28, 2005.

Dated at Montreal, February 28, 200f5

L’ Autorité des marchés financiers

[signed]

SEDAR Project No.: 743268

MONTREAL:398773.1
1034079
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AUTORITE
DES MARCHES
FINANCIERS

AFFAIRE INTERESSANT L’AVIS 43-201 RELATIF AU REGIME D’EXAMEN
CONCERTE DU PROSPECTUS ET DE LA NOTICE ANNUELLE

ET

Banque Nationale du Canada

Nom de I'émetteur

DOCUMENT DE DECISION

Le présent document de décision du régime d'examen concerté confirme que le prospectus
simplifié proviscire de 'émetteur susmentionné en date du 28 février 2005 a été visé par les
autorites de la Colombie-Britannique, de I'Alberta, de la Saskafchewan du Manitoba, de

V'Ontario, du Québec, du Nouveau-Brunswick, de la Nouvelle-Ecosse, de
I'fle-du-Prince-Edouard, de Terre-Neuve et Labrador.

Fait a Montréal, le 28 février 2005.

L'Autorité des marchés financiers,

(s) Daniel Laurion
Daniel Laurion
Surintendant de la Direction de I'encadrement des marchés de valeurs

Numéro du projet SEDAR : 743268

800, square Victoria, 22iéme étage, tour de la Bourse, C.P. 246, Montréal (Québec) H4Z 1G3
Tél. : (514) 395-0337 * Télécopieur: (514) 873-6155
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English summary of the decision of the Autorité des marchés - inanciers dated
February 28, 2005

DECISION NO.: 2005-MC-0654
SEDAR PROJECT NO.: 743268

RECEIPT FOR PRELIMINARY SHORT FORM PROSPECTUS

(Mutual Reliance Review System)

Pursuant to Section 20 of the Securities Act (Québec), the receipt is issued for your preliminary
short form prospectus dated February 28, 2005

L’ Autorité des marchés financiers

February 28, 2005 [signed]
Date of the receipt

MONTREAL:398773.1
1034079
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AUTORITE
DES MARCHES
FINANCIERS

DECISION N° : 2005-MC 0654

NUMERO DE PROJET SEDAR: 743268

VISA DE PROSPECTUS SIMPLIFIE PROVISOIRE

(Régime d’examen concerté)

Banque Nationale du Canada

Nom de I"émetteur

En application de l'article 20 de la Loi sur les valeurs mobiliéres, L.R.Q., ¢. \*1.1, le visa est
octroye a votre prospectus simplifié provisoire du 28 février 2005.

Le 28 février 2005 (s) Daniel Laurion
Date du visa Daniel Laurion
Surintendant de la Direction de
'encadrement des marchés de valeurs
/ib

800, square Victoria, 22iéme étage, tour de la Bourse, C.P. 246, Montréal (Québec) H4Z 1G3
Tél. : (514) 395-0337 * Télécopieur: (514) 873-6155
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A copy of this preliminary short form prospecius kas becn filed with the securities rexidatory awhorities in each of the provinces of Canada but has
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ened mav have to be amended. The secwritios may nor be sold unil a receipt for the shoet foim prospecius is vbtained from the securizies f{‘w’“t’“”“}'
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This shost form prospectus constitutes a public offering of thesc securities only in those jurisdictions where they may be Ian;full‘\; offered for sale and . -y
therein only by persons permitied 1o sell such securities. No securities regulatory authority has expressed an opinion about these securities and it is =~
an offence 1o claim otherwise. These securities have not been and will not be registered under the United States Securities Act of 1933: as antended.
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NATIONAL BANK OF CANADA
$200,000,000
(8,000,000 Shares)

Non-Cumulative Fixed Rate First Preferred Shares Series 16

This prospectus qualifies the distribution of 8,000,000 Non-Cumulative Fixed Rate First Preferred Shares Series 16 (the ‘‘Preferred
Shares Series 16”") in the capital of National Bank of Canada (also referred to as the ‘‘Bank’"). Non-cumulative preferential cash
dividends on the Preferred Shares Series 16, if, as and when declared, will be payable quarterly on the fifteenth day of February,
May, August and November of each year commencing May 15, 2005. The dividend rate on the Preferred Shares Series 16 for each
quarter will be 4.85% per annum. The initial dividend, if, as and when declared, will be payable on May 15, 2005 in the amount of
$0.202637 per share, based upon an anticipated closing date of March 15, 2005. See ‘‘Details of the Offering’’.

The Preferred Shares Series 16 will not be redeemable prior to May 15, 2010. Subject to obtaining the consent of the Superintendent
of Financial Institutions (Canada) (the ‘‘Superintendent’’), the Bank may, at its option, redeem for cash the Preferred Shares
Series 16 on or after May 15, 2010, in whole or in part, al any time, at a price equal to $26.00 per share, if redeemed prior 1o May 15,
2011, at $25.75 per share, if redeemed during the twelve months prior to May 135, 2012, at $25.50 per share, if redeemed during the
twelve months prior to May 15, 2013, at $25.25 per share, if redeemed during the twelve months prior to May 15, 2014, and at
$25.00 per share, if redeemed on or after May 15, 2014, in each case together with all declared and unpaid dividends thereon to the
date fixed for redemption. See ‘‘Details of the Offering’’.

The Bank may, with the consent of the Superintendent, give registered holders of the Preferred Shares Series 16 notice that they
have the right, pursuant to the terms of the Preferred Shares Series 16, at their option, to convert their Preferred Shares Series 16 on
the date specified in the notice into fully-paid and non-assessable shares of a further series of First Preferred Shares (the ‘‘New
Preferred Shares’’) on a share for share basis. See ‘‘Details of the Offering”’.

The Bank has applied to list the Preferred Shares Series 16 on the Toronto Stock Exchange (the ““TSX’’). Listing will be subject to
the Bank fulfilling all of the requirements of the TSX.

Price: $25.00 per share to yield 4.85%

National Bank Financial Inc., CIBC World Markets Inc., RBC Dominion Securities Inc., BMO Nesbitt Bums Inc., Scotia Capital
Inc., TD Securities Inc., HSBC Securities (Canada) Inc., Merrill Lynch Canada Inc., Laurentian Bank Securities Inc., and Trilon
Securities Corporation (collectively the ‘‘Underwriters’’) as principals, conditionally offer the Preferred Shares Series 16, subject to
prior sale, if, as and when issued by the Bank and accepted by the Underwriters in accordance with the conditions contained in the
underwriting agreement referred to under “‘Plan of Distribution”, and subject to the approval of certain legal matters on behalf of
the Bank by McCarthy Tétrault LLP, and on behalf of the Underwriters by Ogilvy Renault LLP.

National Bank Financial Inc., one of the Underwriters, is a wholly-owned subsidiary of the Bank. Therefore, the Bank is a
related and connected issuer of National Bank Financial Inc. under applicable securities legislation. See ‘*Plan of
Distribution”’.

Price Underwriters’ Net proceeds
to public fee'! to the Bank'?

Per Preferred Share Series 16.................. $25.00 $0.75 $24.25
Total ... $200,000,000 $6,000,000 $194,000,000

(1) The Underwriters' fee is $0.25 for each share purchased by certain institutions and $0.75 per share for all other shares. The total represents the
Underwriters' fee and net proceeds assuming no Preferred Shares Series 16 are purchased by such institutions.
(2)  Before deducting expenses of the issue payable by the Bank estimated at $400,000.

Subscriptions for the Preferred Shares Series 16 will be received subject to rejection or allotrent in whole or in part, and the right is
reserved to close the subscription books at any time without notice. It is expected that the closing of this offering should take place
on or about March 15, 2005 or such later date as the Bank and the Underwriters may agree upon, but in any event, not later than
April 18, 2005. A book-entry only certificate representing the Preferred Shares Series 16 distributed hereunder will be issued in
registered form only to The Canadian Depository for Securities Limited (*‘CDS’’), or its nominee, and will be deposited with CDS
on closing of this offering. A purchaser of Preferred Shares Series 16 will receive only a customer confirmation from the registered
dealer who is a CDS participant and from or through whom the Preferred Shares Series 16 are purchased. No certificate evidencing
the Preferred Shares Series 16 will be issued to purchasers, except in limited circumstances, and registration will be made in the
depository service of CDS. See “‘Depositary Services’’.
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Caution Regarding Forward-Looking Statements

Some of the statements contained or incorporated by reference in this prospectus, including those relating to the
Bank’s strategies and other statements that are predictive in nature, that depend upon or refer to future events or
conditions, or that include words such as ‘‘expects’’, ‘‘anticipates’’, ‘‘intends’’, “‘plans’’, “‘believes’’, ‘‘estimates’’ or
similar expressions, are forward-looking statements within the meaning of securities laws. Forward-looking statements
include, without limitation, the information concerning possible or assumed future results of operations of the Bank.
These statements are not historical facts but instead represent only the Bank’s expectations, estimates and projections
regarding future events.

Forward-looking statements are not guarantees of future performance and involve certain risks and uncertainties
that are difficult to predict. The future results and stockholder value of the Bank may differ materially from those
expressed in these forward-looking statements due to, among other factors, the matters set out under ‘‘Risk Factors’’
and the factors detailed in the Bank’s filings with Canadian securities regulators, including its annual and interim
management’s discussion and analysis, and annual and interim financial statements and the notes thereto.

Factors that could cause actual results to differ materially from expectations include, but are not limited to: the
strength of the Canadian economy in general and the strength of the local economies within Canada in which the Bank
conducts operations; the strength of the economies of other nations in which the Bank conducts significant operations;
the effects of changes in monetary and fiscal policy, including changes in interest rate policies of the Bank of Canada
and the Board of Governors of the Federal Reserve System in the United States; changes in trade policy; the effects of
competition in the markets in which the Bank operates; inflation; capital market and currency market fluctuations; the
timely development and introduction of new products and services in relevant markets; the impact of changes in the
laws and regulations regulating financial services (including banking, insurance and securities); changes in tax laws;
technological changes; unexpected judicial or regulatory proceedings; unexpected changes in consumer spending and
saving habits; the possible impact on the Bank’s businesses of international conflicts and other developments including
those relating to war or terrorism; and the Bank’s anticipation of and success in managing the risks implied by the
foregoing. The Bank does not undertake any obligation to update or release any revisions to these forward-looking
statements to reflect events or circumstances after the date of this prospectus or to reflect the occurrence of
unanticipated events, except as required by law.




Documents Incorporated by Reference

Information has been incorporated by reference in this prospectus from documents filed with securities
commissions or similar authorities in Canada. Copies of the documents incorporated herein by reference may be
obtained on request without charge from the Corporate Secretary, National Bank of Canada, National Bank Tower,
600 de La Gauchetiere West, Montréal, Québec H3B 412, telephone (514) 394-6080. For the purpose of the Province
of Québec, this simplified prospectus contains information to be completed by consulting the permanent information
record. A copy of the permanent information record may be obtained from the Corporate Secretary of the Bank at the
above-mentioned address and telephone number.

The following documents have been filed by the Bank with the Superintendent and the various securities
commissions or similar authorities in Canada and are specifically incorporated by reference into, and form an integral
part of, this prospectus:

(a) the Revised Annual Information Form dated February 28, 2005;

(b) the Audited Consolidated Financial Statements for the fiscal year ended October 31, 2004, which include
comparative consolidated financial statements for the fiscal year ended October 31, 2003, together with the

Management’s Discussion and Analysis as contained in the Bank’s Annual Report for the year ended
October 31, 2004;

(¢) the Auditors’ Report issued to the shareholders of the Bank on the consolidated financial statements as at
October 31, 2004 and for the year then ended;

(d) the Auditors’ Report issued to the shareholders of the Bank on the consolidated financial statements as at
October 31, 2003 and for the year then ended;

(e) the Management Proxy Circular dated January 13, 2005 in connection with the Bank’s annual meeting of
shareholders to be held on March 2, 2005, excluding those portions which, pursuant to National Instrument
44-101 of the securities regulatory authorities, are not required to be incorporated by reference herein;

(f)  the First Quarterly Report to sharcholders of the Bank for the quarter ended January 31, 2005, which
includes unaudited interim consolidated financial statements for the quarters ended January 31, 2005 and
2004 (the ‘2005 First Quarter Report’’); and

(g) the Management’s Discussion and Analysis contained in the 2005 First Quarter Report at pages 3 - 6.

Any documents of the type referred to in the preceding paragraph and any unaudited interim financial
statements for three, six or nine month financial periods, any information circulars and any material change
reports (excluding confidential material change reports) filed by the Bank with a securities regulatory authority
in Canada, after the date of this short form prospectus and prior to the completion or withdrawal of this
offering, will be deemed to be incorporated by reference into this short form prospectus.

Any statement contained in a document incorporated or deemed to be incorporated by reference in this
prospectus or contained in this prospectus is deemed to be modified or superseded, for purposes of this
prospectus, to the extent that a statement contained in this prospectus or in any other subsequently filed
document which also is or is deemed to be incorporated by reference in this prospectus modifies or supersedes
such statement. The modifying or superseding statement need not state that it has modified or superseded a
prior statement or include any other information set forth in the document that it modifies or supersedes. The
making of a modifying or superseding statement shall not be deemed an admission for any purposes that the
modified or superseded statement, when made, constituted a misrepresentation, an untrue statement of a
material fact or an omission to state a material fact that is required to be stated or that is necessary to make a
statement not misleading in light of the circumstances in which it was made. Any statement so modified or
superseded shall not be deemed, except as so modified or superseded, to constitute a part of this prospectus.

Currency and Accounting Information

Unless otherwise indicated, all dollar amounts appearing in this prospectus are stated in Canadian dollars.

All amounts appearing under ‘‘Share Capital and Subordinated Indebtedness’” and ‘‘Earnings Coverage’’ are
derived from the consolidated financial statements of the Bank which are presented in accordance with Canadian
Generally Accepted Accounting Principles.



National Bank of Canada

The Bank was formed through a series of amalgamations and its roots date back to 1859 with the founding
of Banque Nationale in Québec City. The Bank's head office is located at the National Bank Tower,
600 de La Gauchetiere West, Montréal, Québec H3B 4L2.

Subsidiaries

A list of the principal subsidiaries directly or indirectly owned or controlled by the Bank as at October 31, 2004 is
included in the Bank’s Annual Report for the year ended October 31, 2004.

Business of the Bank

The Bank maintains offices and provides services in each of the Canadian provinces. It offers a full range of
financial services to individuals, commercial enterprises, financial institutions and governments both in Canada and
abroad.

Additional information with respect to the Bank’s business is included in the Bank’s Annual Report for the year
ended October 31, 2004,

Details of the Offering

The authorized capital of the Bank consists of: (i) an unlimited number of Common Shares, without par value;
(ii) an unlimited number of First Preferred Shares, without par value, issuable for a maximum aggregate consideration
of $1 billion or the equivalent thereof in foreign currencies; and (iii) 15 million Second Preferred Shares, without par
value, issuable for a maximum aggregate consideration of $300 million or the equivalent thereof in foreign currencies.
As at February 25, 2005, there were 168,680,616 Common Shares, 15 million First Preferred Shares and no Second
Preferred Shares issued and outstanding.

The following is a summary of the rights, privileges, restrictions and conditions of the First Preferred Shares as a
class and of the Preferred Shares Series 16 as a series:

Certain Provisions of the First Preferred Shares as a Class

Issuable in Series

The First Preferred Shares may be issued, from time to time, in one or more series with such series designation,
rights, privileges, restrictions and conditions as the Board of Directors of the Bank may determine by resolution.
Priority

The First Preferred Shares of each series will rank on a parity with First Preferred Shares of every other series and
are entitled to preference over the Second Preferred Shares, the Common Shares and any other shares of the Bank
ranking junior to the First Preferred Shares with respect to the payment of dividends and upon any distribution of assets
in the event of liquidation, dissolution or winding-up of the Bank.

Restrictions

The Bank will not, without the approval of the holders of the First Preferred Shares, create or issue any shares
ranking in priority to or pari passu with the First Preferred Shares, nor create or issue any additional series of First
Preferred Shares, unless all cumulative dividends have been declared and paid or set aside for payment and all declared
and unpaid non-cumulative dividends have been paid or set aside for payment.

Voting Rights

The Board of Directors is empowered to set voting rights for each series. The holders of the First Preferred Shares
are not entitled to any voting rights as a class except as provided below or by law or with respect to the right to vote on
certain matters as specified under ‘‘Approval of the Holders of the First Preferred Shares’’.

Approval of the Holders of the First Preferred Shares

The provisions with respect to First Preferred Shares will not be deleted or modified except with a resolution
carried by the affirmative vote of not less than 66%:% of the votes cast at a meeting of holders of First Preferred Shares
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at which a majority of the outstanding First Preferred Shares is represented or, if no quorum is present at such meeting,
at any adjourned meeting at which no quorum requirements would apply.

Certain Provisions of the Preferred Shares Series 16 as a Series
Number and Issue Price

The Preferred Shares Series 16 will have an issue price of $25.00 per share.

Dividends

The holders of the Preferred Shares Series 16 will be entitled to receive a quarterly non-cumulative preferential
cash dividend, as and when declared by the Board of Directors, on the 15th day of each of February, May, August and
November in each year (the ‘‘Dividend Payment Date’’), at a quarterly rate equal to $0.303125 per share. The first of
such dividends, if declared, will be payable on May 15, 2003 and will be $0.202637 per share, based on the anticipated
closing date of March 15, 2005.

The holders of Preferred Shares Series 16 will not be entitled to any dividends other than or in excess of the fixed
non-cumulative preferential cash dividends described above.

If the Board of Directors of the Bank in its discretion does not declare and the Bank does not subsequently pay the
above mentioned dividend, or any part thereof, on the Preferred Shares Series 16 on or before the Dividend Payment
Date for a particular quarter, then the right of the holders of the Preferred Shares Series 16 to receive such dividend, or
any part thereof, for such quarter will be forever extinguished.

See ‘‘Restrictions on Dividends and Retirement of Shares’” and ‘‘Bank Act Restrictions™’.

Redemption

The Preferred Shares Series 16 may not be redeemed prior to May 15, 2010. Subject to the provisions described
below under ‘‘Restrictions on Dividends and Retirement of Shares’’, the Bank may, on not more than 60 and not less
than 30 days notice at the Bank’s option without the consent of the holders, redeem for cash the Preferred Shares
Series 16 on or after May 15, 2010 in whole or in part, at any time, at a price equal to $26.00 per Preferred Share
Series 106, if redeemed prior to May 15, 2011, at $25.75 per Preferred Share Series 16, if redeemed during the twelve
months prior to May 15, 2012, at $25.50 per Preferred Share Series 16, if redeemed during the twelve months prior to
May 15, 2013, at $25.25 per Preferred Share Series 16, if redeemed during the twelve months prior to May 15, 2014,
and at $25.00 per Preferred Share Series 16, if redeemed on or after May 15, 2014, in each case together with the
amount of all declared and unpaid dividends thereon to the date fixed for redemption.

If only part of the then outstanding Preferred Shares Series 16 is at any time to be redeemed, the Preferred Shares
Series 16 to be redeemed will be selected by lot, pro rata, or in such other manner as the Board of Directors may
determine subject to the approval of the TSX. If the Preferred Shares Series 16 are not held in the CDS book-entry only
system and if fewer than all the Preferred Shares Series 16 represented by any certificate will be redeemed, a new
certificate for the balance will be issued without cost to the holder. Comparable measures will be taken for Preferred
Shares Series 16 held in the CDS book-entry only system.

All redemptions of the Preferred Shares Series 16 are subject to the provisions of the Bank Act (Canada)
(the ““Bank Act’’) and the consent of the Superintendent. See ‘‘Bank Act Restrictions’’.

Conversion into Another Series of Preferred Shares at the Option of the Holder

The Bank may, at any time by resolution of the Board of Directors, constitute a further series of First Preferred
Shares (the ‘“New Preferred Shares’”) having rights, privileges, restrictions and conditions attaching thereto which
would qualify such New Preferred Shares as Tier 1 capital of the Bank under the then current capital adequacy
guidelines prescribed by the Superintendent. The Bank will ensure that such New Preferred Shares will not, if issued,
be or be deemed to be “‘term preferred shares’’ or *‘short-term preferred shares’’ within the meaning of the /ncome Tax
Act (Canada) (the “*Tax Act’’). In such event, the Bank may, with the consent of the Superintendent, give registered
holders of the Preferred Shares Series 16 notice that they have the right, pursuant to the terms of the Preferred Shares
Series 16, at their option, to convert their Preferred Shares Series 16 on the date specified in the notice into fully-paid
and non-assessable New Preferred Shares on a share for share basis. Notice shall be given by the Bank to registered
holders not more than 60 days and not less than 30 days prior to the conversion date. See ‘‘Restraints on Bank Shares
under the Bank Act’’.



Purchase for Cancellation

Subject to the provisions of the Bank Act, the consent of the Superintendent and the provisions described below
under ‘‘Restrictions on Dividends and Retirement of Shares’’, the Bank may at any time purchase for cancellation any
Preferred Shares Series 16 at the lowest price or prices at which, in the opinion of the Board of Directors of the Bank,
such shares are obtainable. See ‘‘Bank Act Restrictions’".

Rights on Liguidation

In the event of the liquidation, dissolution or winding-up of the Bank, the holders of the Preferred Shares Series 16
will be entitled to receive $25.00 per Preferred Share Series 16. together with all dividends declared and unpaid to and
including the date of distribution, before any amount will be paid or any assets of the Bank distributed to the holders of
any shares ranking junior to the Preferred Shares Series 16. The holders of Preferred Shares Series 16 will not be
entitled to share in any further distribution of the assets of the Bank.

Restrictions on Dividends and Retirement of Shares

As long as any of the Preferred Shares Series 16 are outstanding, the Bank will not, without the prior approval of
the holders of such Preferred Shares Series 16 given as specified below under ‘‘Sharcholder Approvals’™:

(a) declare or pay or set aside for payment any dividends on any shares of any class of shares of the Bank
ranking junior to the Preferred Shares Series 16 (other than stock dividends in any shares ranking junior to
the Preferred Shares Series 16);

(b) call for redemption or redeem, call for purchase or purchase, or otherwise retire or reduce or make any
return of capital in respect of shares of any class of shares of the Bank ranking junior to the Preferred Shares
Serics 16;

(c) call for redemption or redeem, call for purchase or purchase. or otherwise retire or reduce or make any
return of capital in respect of part only of the Preferred Shares Series 16; or

(d) call for redemption or redeem, call for purchase or purchase, or otherwise retire or reduce or make any
return of capital in respect of any shares of any class of shares of the Bank ranking pari passu with the
Preferred Shares Series 16, except in satisfaction of an obligation to purchase or obligation in respect of a
sinking fund, of a right of retraction or of any other mandatory redemption provision of any given series of
any preferred shares,

unless all dividends up to and including the Dividend Payment Date for the last completed period for which dividends
shall be payable shall have been declared and paid or set apart for payment in respect of each series of cumulative First
Preferred Shares then issued and outstanding and on all other cumulative shares ranking on a parity with the First
Preferred Shares and there shall have been paid or set apart for payment all declared dividends in respect of each series
of non-cumulative First Preferred Shares (including the Preferred Shares Series 16) then issued and outstanding and on
all other non-cumulative shares ranking on a parity with the First Preferred Shares. See *‘Bank Act Restrictions™.

Issue of Additional Series of First Preferred Shares

The Bank may issue other series of First Preferred Shares without the authorization of the holders of the Preferred
Shares Series 16.

Amendments to Preferred Shares Series 16

The Bank will not without, but may from time to time with, the approval of the holders of the Preferred Shares
Series 16 given as specified below under ‘*Shareholder Approvals’” and any approval of the TSX as may be necessary,
delete or vary any rights, privileges. restrictions and conditions attaching to the Preferred Shares Series 16. In addition
o the aforementioned approval, the Bank will not without, but may from time to time with, the prior approval ol the
Superintendent make any such deletion or variation which might affect the classification afforded to the Preferred
Shares Series 16 from time to time for capital adequacy requirements pursuant to the Bank Act and the regulations and
guidelines thereunder.

Shareholder Approvals

The approval of any amendments to the rights, privileges, restrictions and conditions attaching to the Preferred
Shares Series 16 may be given by resolution carried by the affirmative vote of not less than 66%:% of the votes cast at a
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meeting of holders of Preferred Shares Series 16 at which a majority of the outstanding Preferred Shares Series 16 is
represented or, if no quorum is present at such meeting, at any adjourned meeting at which no quorum requirements
would apply.

In connection with any action to be taken by the Bank which requires the approval of the holders of Preferred
Shares Series 16 voting as a series or as part of a class, each such share will entitle the holder thereof to one vote.

Voting Rights

Subject to the provisions of the Bank Act, the holders of the Preferred Shares Series 16 as such will not be entitled
to receive notice of or to attend or to vote at any meeting of the shareholders of the Bank unless and until the first time
at which the rights of such holders to any undeclared dividends have become extinguished as described above under
“‘Dividends’’.

In that event, the holders of the Preferred Shares Series 16 will be entitled to receive notice of, and to attend,
meetings of shareholders at which directors of the Bank are elected and will be entitled to one vote for each share held.
The voting rights of the holders of the Preferred Shares Series 16 will forthwith cease upon payment by the Bank of the
first quarterly dividend on the Preferred Shares Series 16 to which the holders are entitled subsequent to the time such
voting rights first arose. At such time as the rights of such holders to any undeclared dividends on the Preferred Shares
Series 16 have again become extinguished, such voting rights will become effective again and so on from time to time.

Tax Election

The Bank will make the necessary election under Part VI.1 of the Tax Act so that corporate shareholders will not
be subject to tax under Part IV.1 of the Tax Act on dividends paid (or deemed to be paid) by the Bank on the Preferred
Shares Series 16.

Depository Services

Book-Entry Only Form

Except as otherwise provided below, the Preferred Shares Series 16 will be issued in ‘*book-entry only’” form and
must be purchased or transferred through participants (the ‘‘Participants’”) in the depository service of CDS.
Participants include securities brokers and dealers, banks and trust companies. On the closing date, the Bank will cause
a global certificate representing the Preferred Shares Series 16 to be delivered to, and registered in the name of, CDS.
Except as otherwise provided below, no beneficial owner of Preferred Shares Series 16 will be entitled to a certificate
or other instrument from the Bank or CDS evidencing that beneficial owner’s ownership thereof, and no beneficial
owner will be shown on the records maintained by CDS except through a book-entry account of a Participant acting on
behalf of such beneficial owner. Each beneficial owner of Preferred Shares Series 16 will receive a customer
confirmation of purchase from the registered dealer from which the Preferred Shares Series 16 are purchased in
accordance with the practices and procedures of that registered dealer. The practices of registered dealers may vary, but
generally customer confirmations are issued promptly after execution of a customer order.

CDS will be responsible for establishing and maintaining book-entry accounts for its participants having interests
in the Preferred Shares Series 16. If (i) required to do so by applicable law or the rules of any securities exchange,
(ii) the book-entry only system ceases to exist, (iii) the Bank determines that CDS is no longer willing or able to
discharge properly the responsibilities as depository with respect to the Preferred Shares Series 16 and the Bank is
unable to locate a qualified successor, or (iv) the Bank at its option elects, or is required by law, to withdraw the
Preferred Shares Series 16 from the book-entry only system, then physical certificates representing the Preferred Shares
Series 16 will be issued to beneficial owners thereof or their nominees.

Neither the Bank nor the Underwriters will assume any liability for (i) any aspect of the records relating to the
beneficial ownership of the Preferred Shares Series 16 held by CDS or the payments or deliveries relating thereto,
(ii) maintaining, supervising or reviewing any records relating to the Preferred Shares Series 16, or (iii) any advice or
representation made by or with respect to CDS relating to the rules governing CDS or any action to be taken by CDS or
at the direction of Participants. The rules governing CDS provide that it acts as the agent and depository for the
Participants. As a result, Participants must look solely to CDS, and persons other than Participants having an interest in
Preferred Shares Series 16 must look solely to Participants, for payments or deliveries made by or on behalf of the
Bank to CDS in respect of Preferred Shares Series 16.



Transfers and Conversions

Transfers of ownership and conversions of Preferred Sharcs Series 16 will be effected only through records
maintained by CDS for such Preferred Shares Series 16 with respect to interests of Participants and on the records of
Participants with respect to interests of persons other than Participants. Beneficial owners of Preferred Shares Series 16
who are not Participants, but who desire to purchase, sell, convert or otherwise transfer ownership of, or other interests
in, the Preferred Shares Series 16, may do so only through Participants. The ability of a beneficial owner to pledge
Preferred Shares Series 16 or otherwise take action with respect to such beneficial owner’s interest in Preferred Shares
Series 16 (other than through a participant) may be limited due to the lack of a physical certificate. See “‘Restraints on
Bank Shares under the Bank Act’’.

Manner of Effecting Redemption

A redemption of Preferred Shares Series 16 will be effected through records maintained by CDS with respect (o
interests of Participants, and on the records of Participants with respect to interests of persons other than Participants.
See “‘Bank Act Restrictions’”.

Payment of Dividends and Other Amounts

As long as CDS is the registered holder of the Preferred Shares Series 16, CDS will be considered the sole owner
of the Preferred Shares Series 16 for the purposes of receiving payments on the Preferred Shares Series 16. As such,
payment of dividends and other amounts in respect of the Preferred Shares Series 16 will be made by the Bank to CDS.

The Bank expects that CDS, upon receipt of any payment in respect of the Preferred Shares Series 16, will credit
the Participants’ accounts, on the date an amount is payable, with payments in amounts proportionate to the number of
Preferred Shares Series 16 held by such Participants as shown on the records of CDS. The Bank also expects that
payments by the Participants to the owners of beneficial interests in such Preferred Shares Series 16 held through such
Participants will be governed by standing instructions and customary practices, as is the case with sccurities held for
the accounts of customers in bearer form or registered in ‘‘street name’ and will be the responsibility of such
Participants. The responsibility and liability of the Bank in respect of the Preferred Shares Series 16 issued in
book-entry form are limited to making payment of any amount due on such Preferred Shares Series 16 to CDS.

Bank Act Restrictions

Under the Bank Act, the Bank, with the prior consent of the Superintendent, may redeem or purchase any of its
shares, including the Preferred Shares Series 16, unless there are reasonable grounds for believing that the Bank is, or
the redemption or purchase would cause the Bank to be, in contravention of any regulation made under the Bank Act
respecting the maintenance by banks of adequate capital and adequate and appropriate forms of liquidity, or any
direction to the Bank made by the Superintendent pursuant to Subsection 485(3) of the Bank Act regarding its capital
or its liquidity. No such direction to the Bank has been made to date.

The Bank is prohibited under the Bank Act from paying or declaring a dividend if there are reasonable grounds for
believing that the Bank is, or the payment would cause the Bank to be, in contravention of any regulation made under
the Bank Act respecting the maintenance by banks of adequate capital and adequate and appropriate forms of liquidity,
or any direction to the Bank made by the Superintendent pursuant to Subsection 485(3) of the Bank Act regarding its
capital or its liquidity. As at the date hereof, this limitation would not restrict a payment of quarterly dividends on the
Preferred Shares Series 16. Further, no such direction to the Bank has been made to date.

The Bank is also prohibited under Subsection 79(5) of the Bank Act from paying or declaring a dividend in any
financial year without the approval of the Superintendent, if, on the day the dividend is declared, the total of all
dividends declared by the Bank in that year would exceed the aggregate of the Bank’s net income up to that day in that
year and of its retained net income for the preceding two financial years. As of the date hereof, this limitation would not
restrict a payment of quarterly dividends on the Preferred Shares Series 16.



Restraints on Bank Shares under the Bank Act

The Bank Act contains restrictions on the issue, transfer, acquisition, beneficial ownership and voting of all shares
of a chartered bank. By way of summary, no person, or persons acting jointly or in concert, shall be a major
shareholder of a bank if the bank has equity of $5 billion or more. While the equity of the Bank is less than $5 billion
and the Bank Act would otherwise permit a person to own up to 65% of any class of shares of the Bank, the Bank is
deemed to be a bank to which the ownership restrictions for banks with equity of $5 billion or more apply until the
Minister of Finance (Canada) specifies, on application by the Bank, that these restrictions no longer apply to the Bank.

A person is a major shareholder of a bank where (i) the aggregate of the shares of any class of voting shares
beneficially owned by that person, by entities controlled by that person and by any person associated or acting jointly or
in concert with that person is more than 20% of that class of voting shares; or (ii) the aggregate of the shares of any
class of non-voting shares beneficially owned by that person, by entities controiled by that person and by any person
associated or acting jointly or in concert with that person is more than 30% of that class of non-voting shares. No
person, or persons acting jointly or in concert, shall have a significant interest in any class of shares of a bank, including
the Bank, unless the person first receives Ministerial approval. For purposes of the Bank Act, a person has a significant
interest in a class of shares of a bank where the aggregate of any shares of the class beneficially owned by that person,
by entities controlled by that person and by any person associated or acting jointly or in concert with that person (as
contemplated by the Bank Act) exceeds 10% of all of the outstanding shares of that class of shares of such bank.

The Bank Act also prohibits the registration of a transfer or issue of any shares of the bank to Her Majesty in Right
of Canada or of a province or any agent or agency of Her Majesty in either of those rights, or to the government of a
foreign country or any political subdivision, agent or agency of any of them.

Purchasers of the Preferred Shares Series 16 may be required to furnish declarations relative to ownership in a
form prescribed by the Bank.

Common Shares

The holders of Common Shares are entitled to vote at all meetings of the shareholders of the Bank except where
only the holders of a specified class of shares are entitled to vote.

After the payment to the holders of the First Preferred Shares of the amount or amounts to which they may be
entitled, the holders of the Common Shares are entitled to receive the remaining property of the Bank upon dissolution.

Canadian Federal Income Tax Considerations

In the opinion of McCarthy Tétrault LLP, counsel to the Bank and Ogilvy Renault LLP, counsel to the
Underwriters, the following is a summary of the principal Canadian federal income tax considerations generally
applicable to a beneficial owner of Preferred Shares Series 16 acquired pursuant to this prospectus who, within the
meaning of the Tax Act, is resident in Canada, deals at arm’s length and is not affiliated with the Bank, holds the
Preferred Shares Series 16 as capital property and is not exempt from tax under Part I of the Tax Act. This summary
does not take into account the ‘‘mark-to-market’ rules contained in the Tax Act which apply to certain financial
institutions., Furthermore, the summary does not apply to a ““specified financial institution’” (as defined in the Tax Act)
that receives (or is deemed to receive), either alone or together with persons with whom it does not deal at arm’s length,
in the aggregate dividends in respect of more than 10% of the Preferred Shares Series 16 outstanding at the time a
dividend is received.

This summary is of a general nature only and is not intended to be, nor should it be construed to be, legal or
tax advice to any particular investor. Consequently, investors are urged to consult their own tax advisors with
respect to their particular circumstances.

This summary is based on the current provisions of the Tax Act, the regulations thereunder, all specific proposals
to amend the Tax Act and the regulations publicly announced by the Minister of Finance prior to the date hereof
(the “‘Proposals’’) and the current administrative practices published by the Canada Revenue Agency. No assurances
can be given that the Proposals will become law as proposed or at all. This summary does not otherwise take into
account any changes in law, whether by legislative, governmental or judicial decision or action, nor does it take into
account or consider any provincial, territorial or foreign tax considerations.
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Dividends

Dividends (including deemed dividends) received on the Preferred Shares Series 16 by an individual (other than
certain trusts) will be included in computing the individual’s income and generally will be subject to the gross-up and
dividend tax credit rules normally applicable to taxable dividends received from taxable Canadian corporations.

Dividends (including deemed dividends) received on the Preferred Shares Series 16 by a corporation will be
included in computing income and generally will be deductible in computing the taxable income of the corporation.
The Preferred Shares Series 16 will be ‘‘taxable preferred shares’” as defined in the Tax Act. The terms of the Preferred
Shares Series 16 require the Bank to make the necessary election under Part VI.1 of the Tax Act so that corporate
shareholders will not be subject to tax under Part IV.1 of the Tax Act on dividends paid (or deemed to be paid) by the
Bank on the Preferred Shares Series 16.

A “‘private corporation’’, as defined in the Tax Act, or any other corporation controlled whether by reason of a
beneficial interest in one or more trusts or otherwise by or for the benefit of an individual (other than a trust) or a
related group of individuals (other than trusts). will generally be liable to pay a 33'4% refundable tax under Part IV of
the Tax Act on dividends received (or deemed to be received) on the Preferred Shares Series 16 to the extent such
dividends are deductible in computing its taxable income.

Dispositions

A holder who disposes of or is deemed to dispose of the Preferred Shares Series 16 (either on redemption of the
shares for cash or otherwise, but not on conversion) will generally realize a capital gain (or sustain a capital loss) to the
extent that the proceeds of disposition, net of any reasonable costs of disposition, exceed (or are less than) the adjusted
cost base of such shares to the holder thereof. In the case of a holder that is a corporation, partnership or trust, the
amount of any capital loss otherwise determined may be reduced by the amount of dividends (including deemed
dividends) previously received on the shares to the extent and under the circumstances described in the Tax Act.

Generally, one-half of any such capital gain will be included in computing the holder’s income as a taxable capital
gain and one-half of any such capital loss may be deducted from the holder’s net taxable capital gains in accordance
with the rules contained in the Tax Act. Capital gains realized by an individual may give rise to a liability for minimum
tax.

Canadian controlled private corporations {as defined in the Tax Act) may be liable to pay an additional refundable
tax of 6%#:% on certain investment income, including amounts in respect of net taxable capital gains.

Redemption

If the Bank redeems for cash, cancels or otherwise acquires the Preferred Shares Series 16 other than by a
purchase in the manner in which shares are normally purchased by a member of the public in the open market, the
holder will be deemed to have received a dividend equal to the amount, if any, paid by the Bank in excess of the
paid-up capital of such shares at such time. The difference between the amount paid by the Bank and the amount of the
deemed dividend will be treated as proceeds of disposition for the purposes of computing the capital gain or capital loss
arising on the disposition of such shares. See ‘‘Dispositions’” above. In the case of a corporate shareholder, it is
possible that in certain circumstances all or part of the amount so deemed to be a dividend may be treated as proceeds
of disposition and not as a dividend.

Conversion

The conversion of the Preferred Shares Series 16 into New Preferred Shares will be deemed not to be a disposition
of property and accordingly will not give rise to any capital gain or capital loss. The cost to an investor of New
Preferred Shares received on the conversion will be deemed to be equal to the investor’s adjusted cost base of the
Preferred Shares Series 16 immediately before the conversion.
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Share Capital and Subordinated Indebtedness

Certain selected consolidated financial data set forth below has been derived from the Bank’s interim unaudited
consolidated financial statements and related notes for the three-month period ended January 31, 2005 or the Bank’s
audited consolidated financial statements and related notes for the year ended October 31, 2004, as applicable. The
following table shows the share capital, subordinated indebtedness, contributed surplus, unrealized foreign currency
translation adjustments and retained earnings of the Bank as at the respective dates shown:

January 31, October 31,

2005 2004
(unaudited) (audited)
($ millions)

Subordinated Indebtedness ....... ... .. . 1,764 1,408
Capital Stock

Preferred ) L 375 375

Common® L 1,563 1,545

Contributed Surplus .. ... . 8 7

Unrealized Foreign Currency Translation Adjustments.............. ... ... oo 4 (10)

Retained Earnings . ... ..o ot e 2,453 2,287

(1) After giving effect to this offering, Capital Stock — Preferred would have amounted to $575 million as at January 31, 2005 and
October 31, 2004,

(2) On January 10, 2003, the Bank announced its intention to make a normal course issuer bid on the TSX to buy back up to 8,400,000 Common
Shares in total during a maximum period of 12 months commencing January 13, 2005 and ending January 12, 2006. The Bank will determine
the actual number of Common Shares that it will purchase as well as the timing of any such purchases. The Bank will pay the market price for
the Common Shares at the time of acquisition.

Earnings Coverage

The Bank’s dividend requirements on its outstanding First Preferred Shares, after giving effect to the issue of the
Preferred Shares Series 16 to be distributed under this short form prospectus, and adjusted to a before-tax equivalent
using statutory income tax rates of 33.5% and 34% for the 12 months ended January 31, 2005 and October 31, 2004
respectively, amounted to $48 million for each period. The Bank’s interest requirements for the 12 months ended
January 31, 2005 and October 31, 2004, after giving effect to the issue and redemption of all subordinated indebtedness
up to the date of this prospectus, amounted to $100 million and $99 million, respectively. The Bank’s earnings before
taxes, minority interest and debentures for the 12 months ended January 31, 2005 and October 31, 2004 were
$1,234 million and $1,170 million, respectively, which are 8.35 times and 7.97 times the Bank’s aggregate dividend
and interest requirements for these periods, respectively.

Ratings

The Preferred Shares Series 16 are provisionally rated Pfd-2n by Dominion Bond Rating Services Limited
{(““DBRS”’). As used by DBRS, *‘Pfd-2n’’ denotes ‘‘Satisfactory Credit Quality’’ and represents the second highest
category available from DBRS for preferred shares. A reference to ‘‘high’” or “‘low’’ reflects the relative strength
within the rating category. The reference to ‘‘n’’ signifies that the preferred shares are non-cumulative.

The Preferred Shares Series 16 are provisionally rated P-2 (High) by Standard & Poor’s (‘*‘S&P”’), the second
highest of five categories of ratings used by S&P on its Canadian preferred share scale. In certain cases, preferred
shares may have a “‘*high’” or “‘low”’ characterization to reflect an issuer’s relative strength within a rating category.

Prospective purchasers of Preferred Shares Series 16 should consult the rating organization with respect to the
interpretation and implications of the foregoing provisional ratings. Neither of the foregoing ratings should be
construed as a recommendation to buy, sell or hold the Preferred Shares Series 16. Either of the foregoing ratings may
be revised or withdrawn at any time by the respective rating organization.
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Plan of Distribution

Under an agreement dated February 28, 2005 (the ‘‘Underwriting Agreement’’) between the Bank and National
Bank Financial Inc., CIBC World Markets Inc., RBC Dominion Securities Inc., BMO Nesbitt Burns Inc., Scotia
Capital Inc.. TD Securities Inc., HSBC Securities (Canada) Inc., Merrill Lynch Canada Inc., Laurentian Bank
Securities Inc. and Trilon Securities Corporation (collectively the **Underwriters™”), the Bank has agreed to sell and the
Underwriters, acting as underwriters, have jointly and not solidary agreed to purchase all but no less than all of the
Preferred Shares Series 16 on March 15, 2005 or such later date as may be agreed upon, but not later than April I8,
2005, subject to the terms and conditions stated therein, at a price of $25.00 per share, payable in cash to the Bank
against delivery of such Preferred Shares Series 16.

The Bank has agreed to pay the Underwriters a fee per Preferred Share Series 16 equal to $0.25 with respect to
Preferred Shares Series 16 sold to certain institutions and $0.75 with respect to all other Preferred Shares Series 16.
Assuming that no Preferred Shares Series 16 are sold to such institutions, the Underwriters' fee will be $6,000,000. The
obligations of the Underwriters under the Underwriting Agreement may be terminated at their discretion on the basis of
their assessment of the state of the financial markets and may also be terminated upon the occurrence of certain stated
events. The Underwriters are, however, obligated to take up and pay for all of the Preferred Shares Series 16 if any are
purchased under the Underwriting Agreement.

Pursuant to policy statements of the Autorité des marchés financiers (Québec) and the Ontario Securities
Commission, the Underwriters may not, throughout the period of distribution under this prospectus, bid for or purchase
the Preferred Shares Series 16. The foregoing restriction is subject to certain exceptions, as long as the bid or purchase
is not engaged in for the purpose of ‘creating actual or apparent active trading in or raising the price of such securities.
These exceptions include a bid or purchase permitted under the Universal Market Integrity Rules administrated by
Market Regulation Services Inc. relating to market stabilization and passive market making activities and a bid or
purchase made for and on behalf of a customer when the order was not solicited during the period of distribution. In
connection with this offering and subject to the foregoing and to applicable law, the Underwriters may over-allot or
effect transactions intended to stabilize or maintain the market price of the Preferred Shares Series 16 at levels other
than those which might otherwise prevail on the open market. Such transactions, if commenced, may be discontinued at
any time.

National Bank Financial Inc., one of the Underwrilers, is an indirect wholly-owned subsidiary of the Bank. As a
result, the Bank is a connected or related issuer to National Bank Financial Inc. under applicable legislation. The
decision (o distribute the Preferred Shares Series 16 and the determination of the terms of the distribution were made
through negotiation between the Bank and the Underwriters. CIBC World Markets Inc., an Underwriter, in respect of
which the Bank is not a related or connected issuer, has participated in the structuring and pricing of the offering and in
the due diligence activities performed by the Underwriters for the offering. National Bank Financial Inc. will not
receive any benefit in connection with this offering other than a portion of the Underwriters’ fee payable by the Bank.

Use of Proceeds

The net proceeds to the Bank from the sale of the Preferred Shares Series 16 offered hereby, after deducting
estimated expenses of the issue and the Underwriters” commission (assuming no Preferred Shares Series 16 are sold to
certain institutions), will amount to approximately $193,600.000. Such proceeds will be used for general banking
purposes. The purpose of this issue is to enlarge the Bank’s Tier 1 capital base.

Risk Factors

An investment in Preferred Shares Series 16 of the Bank is subject to certain risks. The value of Preferred Shares
Series 16 will be affected by the general creditworthiness of the Bank. The section entitled ‘‘Management’s Discussion
and Analysis’ contained in the Bank’s Annual Report for the year ended October 31, 2004, is incorporated by
reference in the prospectus. This analysis discusses, among other things, known material trends and events, and risks or
uncertainties that are reasonably expected to have a material effect on the Bank’s business, financial condition or results
of operations.

Real or anticipated changes in credit ratings on the Preferred Shares Series 16 may affect the market value of the
Preferred Shares Series 16. In addition, real or anticipated changes in credit ratings can affect the cost at which the
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Bank can transact or obtain funding, and thereby affect the Bank’s liquidity, business. financial condition or results of
operations.

Increases in interest rates will affect the market value of the Preferred Shares Series 16.

s

See ‘‘Earnings Coverage’’ and ‘‘Share Capital and Subordinated Indebtedness’”, which are relevant to an
assessment of the risk that the Bank will be unable to pay dividends on the Preferred Shares Series 16. The Preferred
Shares Series 16 are equity capital of the Bank which rank equally with other First Preferred Shares of the Bank in the
event of an insolvency or winding-up of the Bank. If the Bank becomes insolvent or is wound-up, the Bank’s assets
must be used to pay deposit liabilities and other debt, including subordinated debt, before payments may be made on
Preferred Shares Series 16 and other preferred shares.

Prevailing yields on similar securities will affect the market value of Preferred Shares Series 16. Assuming all
other factors remain unchanged, the market valuc of the Preferred Shares Series 16 will decline as prevailing yields for
similar securities rise, and will increase as prevailing yields for similar securities decline.

Legal Matters

Legal matters in connection with the issue and sale of the Preferred Shares Series 16 will be passed upon, on
behalf of the Bank, by McCarthy Tétrault LLP and, on behalf of the Underwriters, by Ogilvy Renault LLP.

As of February 25, 2005, the partners and associates of each of McCarthy Tétranlt LLP and Ogilvy Renault LLP,
as a group, beneficially own, directly or indirectly, less than one percent of any securities of the Bank, or its affiliates or
associates.

Transfer Agent and Registrar

National Bank Trust Inc. at its principal transfer offices in Halifax, St. John, Montréal, Toronto, Winnipeg,
Regina, Calgary and Vancouver will be the transfer agent and registrar for the Preferred Shares Series 16. The
Preferred Shares Series 16 will be issued in book entry only form through CDS. Subject to the CDS procedures,
registration and transfers of the Preferred Shares Series 16 may be effected at such principal offices of National Bank
Trust Inc.

Statutory Rights of Withdrawal and Rescission

Securities legislation in several of the provinces of Canada provides purchasers with the right to withdraw from an
agreement to purchase securities within two business days after receipt, or deemed receipt, of a prospectus and any
amendment. In several of the provinces, securities legislation further provides a purchaser with remedies for rescission
or, in some jurisdictions, damages where the prospectus and any amendment contains a misrepresentation or is not
delivered to the purchaser, provided that such remedies for rescission or damages are exercised by the purchaser within
the time limited prescribed by the securities legislation of the purchaser’s province. The purchaser should refer to any
applicable provisions of the securities legislation of the purchaser’'s province for the particulars of these rights or
consult with a legal advisor.
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Certificate of the Bank
Dated: February 28, 2005

This short form prospectus, together with the documents incorporated herein by reference, constitutes full, true
and plain disclosure of all material facts relating to the securities offered by this prospectus as required by the securities
legislation of all provinces of Canada. For the purposes of the Province of Québec, this simplified prospectus, as
supplemented by the permanent information record, contains no misrepresentation that is likely to affect the value or
the market price of the securities to be distributed.

(Signed) REAL RAYMOND (Signed) Louts VACHON
President and Chairman, National Bank Financial Group
Chief Executive Officer and Natcan Investment Management Inc. and

Senior Vice-President
(as Chief Financial Officer)

On behalf of the Board of Directors

(Signed) JEAN DoOUVILLE (Signed) PIERRE BOURGIE
Director Director
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Certificate of the Underwriters

Dated: February 28, 2005

To the best of our knowledge, information and belief, this short form prospectus, together with the documents
incorporated herein by reference, constitute full, true and plain disclosure of all material facts relating to the securities
offered by this prospectus as required by the securities legislation of all provinces of Canada. For the purposes of the
Province of Québec, to our knowledge, this simplified prospectus, as supplemented by the permanent information
record, contains no misrepresentation that is likely to affect the value or the market price of the securities to be

distributed.

NATIONAL BANK FINANCIAL INC.

By: (Signed) PauL ST-MICHEL

CIBC WoORLD MARKETS INC.

By: (Signed) CHARLES ST-GERMAIN

RBC DoMINION SECURITIES INC.

By: (Signed) BARRY NOWOSELSKI

BMO NEesBi1tT BUrNS INC.

By: (Signed) PierRE-OLIVIER PERRAS  By: (Signed) MAaRY ROBERTSON

HSBC Securities (Canada) Inc.

By: (Signed) CATHERINE J. CODE

LAURENTIAN BANK SECURITIES INC.

By: (Signed) MicHEL RICHARD

ScoTia CaprTaL INc.

MERRILL LYNcH CaNaDA INC,

By: (Signed) Eric MICHAUD

TRILON SECURITIES CORPORATION

By: (Signed) TREvOR D. KERR
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Auditors’ Consent-2004

We have read the preliminary short form prospectus dated February 28, 2005 relating to the offering of
$200,000,000 of Non-Cumulative First Preferred Shares Series 16 of National Bank of Canada (the ‘‘Bank’"). We have
complied with Canadian generally accepted standards for an auditor’s involvement with offering documents.

We consent to the incorporation by reference in the above-mentioned preliminary short form prospectus of our
report to the Shareholders of the Bank on the Consolidated Balance Sheet as at October 31, 2004 and the Consolidated
Statements of Income, Changes in Shareholders’ Equity and Cash Flows for the year then ended. Our report is dated
December 2, 2004.

(Signed) ‘*Samson Bélair / Deloitte & Touche s.e.n.c.r.l.”
Chartered Accountants

Montréal, Canada
February 28, 2005




Auditors’ Consent-2003

We have read the preliminary short form prospectus dated February 28, 2005 relating to the offering of
$200,000,000 of Non-Cumulative First Preferred Shares Series 16 of National Bank of Canada (the ‘‘Bank’’). We have
complied with Canadian generally accepted standards for an auditor’s involvement with offering documents.

We consent (o the incorporation by reference in the above-mentioned preliminary short form prospectus of our
report to the Shareholders of the Bank on the Consolidated Balance Sheet as at October 31, 2003 and the Consolidated
Statements of Income, Changes in Sharcholders’ Equity and Cash Flows for the year then ended. Our report is dated
November 28, 2003.

(signed) ‘‘Samson Bélair / Deloitte & Touche s.c.n.c.r.l.”’ (signed) ‘‘PricewaterhouseCoopers LLP™’
Chartered Accountants Chartered Accountants

Montréal, Canada Montréal, Canada

February 28, 2005 February 28, 2005
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DISTRIBUTION NOTICE OF THIS ANNUAL INFORMATION FORM

This Annual Information Form must be accompanied by copies of all documents incorporated therein by reference
when it is provided to security holders or other interested parties.

Partions of the Annual Information Form are presented in the following documents and are incorporated herein
by reference:

*  the annual report to shareholders {the "Annual Report”) including Management’s Discussion and Analysis for the

fiscal year ended October 31, 2004; and
* the Management Proxy Circular dated as at December 29, 2004 {"Circular}.

CAUTION REGARDING FORWARD-LOOKING STATEMENTS

From time to time, National Bank of Canada (the "Bank”] makes written and oral forward-looking statements,
included in this Annual Information Form, as well as in the Annual Report and in Management's Discussion and
Analysis to which it refers. All such statements are made pursuant to the “safe harbor” provisions of the United
States Private Securities Litigation Reform Act of 1995. These forward-looking statements include, among others,
statements with respect to the economy, market changes, the achievement of strategic objectives, certain risks
as well as statements with respect to our beliefs, plans, expectations, anticipations, estimates and intentions.
These forward-looking statements are typically identified by the words “may,” “could,” "should,” "would,” “suspect,”
“outlook,” “believe,” "anticipate,” "estimate,” “expect,” "intend,” "plan,” and words and expressions of similar
import.

By their very nature, such forward-looking statements require us to make assumptions and involve inherent risks
and uncertainties, both general and specific. There is significant risk that express or implied projections contained
in such statements will not materialize or will not be accurate. A number of factors could cause actual future
results, conditions, actions or events to differ materially from the targets, expectations, estimates or intentions
expressed in the forward-looking statements. Such differences may be caused by factors, many of which are
beyond the Bank's control, which include, but are not limited to, changes in Canadian and/or global economic
and financial conditions (particularly fluctuations in interest rates, currencies and other financial instruments],
liquidity, market trends, requlatory developments and competition in geographic areas where the Bank operates,
technological changes, consolidation in the Canadian financial services sector, the possible impact on our
businesses of international conflicts and other developments including those relating to the war on terrorism
and the Bank's anticipation of and success in managing the risks implied by the foregoing.

The Bank cautions that the foregoing list of important factors is not exhaustive. Investors and others who base
themselves on the Bank's forward-locking statements should carefully consider the above factors as well as the
uncertainties they represent and the risk they entail. The Bank therefore cautions readers not to place undue
reliance on these forward-looking statements. The Bank does not undertake to update any forward-looking
statements, whether written or oral, that may be made from time to time by or on behalf of the Bank.
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CORPORATE STRUCTURE

NAME, ADDRESS AND INCORPORATION

The Bank is a chartered bank governed by the Bank Act (Canadal. The Bank's roots date back to 1859 with the founding of Banque
Nationale in Quebec City. The Bank's current charter is the result of a series of amalgamations, first with Banque d'Hochelaga
in 1924 to form Bank Canadian National, which then merged with The Provincial Bank in 1979 to form National Bank of Canada.
In 1985, National Bank of Canada acquired The Mercantile Bank of Canada. The head office of the Bank is located at 600 de La
Gauchetiére West, 4th Floor, Montreal, Quebec, Canada, H3B 4L2.

GENERAL DEVELOPMENT OF THE BUSINESS

THREE-YEAR HISTORY

Fiscal 2001-2002: The Bank strengthened its position in potentially lucrative markets through major partnership agreements
and acquisitions, particularly that of Altamira, a Canadian mutual fund manager and distributor. In addition, the Bank significantly
improved the quality of its lending portfolio as evidenced by the tevel of gross private impaired loans outstanding, which amounted
to $479 million as at October 31, 2002 compared to $932 million as at October 31, 2001,

Fiscal 2002-2003: The Bank pursued its strategy to be a super-regional bank in Quebec while being highly selective in choosing
its activities outside its core market. It executed this strategy with determination, diligence and disciptine as evidenced by the
record netincome of $624 million for fiscal 2002-2003. The Bank achieved allits financial objectives and even surpassed several.
Moreaver, shareholders enjoyed an excellent return on their investment, with total shareholder return reaching 43% for the year
ended October 31, 2003.

Fiscal 2003-2004: The Bank posted record net income of $725 million for fiscal 2003-2004. In addition, return on common
shareholders’ equity was 18.8% compared to 16.5% in 2003. Each segment contributed to the Bank's results in fiscal 2003-2004.
The increase in the volume of consumer loans for the Retail and Commercial segment was mainly attributable to the contribution
of partnerships. With regard to Wealth Management, stock market transactions grew, as did sales of mutual funds and Private
Investment Management products. For the Financial Markets segment, revenues from Corporate and Investment Banking and
gains on securities largely offset trading activities, demonstrating the soundness of the diversification strategy. Lastly, credit
guality remained excellent, as reflected by the reduction in credit losses and impaired loans.

DESCRIPTION OF BUSINESS

EFFECTS OF ENVIRONMENTAL PROTECTION REQUIREMENTS

In order to minimize environmental risk, several years ago the Bank implemented a procedure setting out its environmental
responsibilities when granting credit and taking possession of assets. To date, the risks involved have not had a material impact
on the Bank's operations.
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STRUCTURE OF SHARE CAPITAL AND MARKET FOR SECURITIES

Structure of Share Capital
The Bank's share capital consists of common shares and two series of First Preferred Shares, Series 13 and 15.

Stock exchange listings
The common shares of the Bank as well as the First Preferred Shares, Series 13 and 15 and the notes described below are
listed on the Toronto Stock Exchange [the "TSX"}.

Issue or Class Ticker Symbol Newspaper Abbreviation
Common Shares NA Nat Bk or Natl Bk
First Preferred Shares

Series 13 NAPR.J Nat Bk s13 or Natl Bk s13

Series 15 NA PR.K Nat Bk s15 or Natl Bk s15
Notes

Nikkei 225 {2009] NANT.J

Nikkei 225 {2007) NA NT.K

Common Shares

Holders of common shares of the Bank are entitled to one vote per share. They are entitled to receive dividends, in such amounts and
payable at such times as the directors determine. in the event of the liquidation, dissolution or winding-up of the Bank, after payment
to the holders of First Preferred Shares of the amounts described in paragraph 3 under “First Preferred Shares” below, the remaining
property of the Bank will be distributed equally and rateably among the holders of commeon shares.

First Preferred Shares
The First Preferred Shares, as a class, carry and are subject to the rights, privileges, restrictions and conditions set out below:

1.

Issuance in Series

The First Preferred Shares may be issued in series. The directors may, by resclution, fix the number of shares in, and determine
the respective designations, rights, privileges, restrictions and conditions of each series of First Preferred Shares, including the
terms and conditions of redemption, purchase or conversion and sinking fund or purchase fund provisions.

Dividends

The holders of First Preferred Shares are entitled to receive dividends in such amounts and payable at such times as the directors
determine. In respect of dividends, the holders of any series of First Preferred Shares have priority over the holders of common
shares or any cther class of shares of the Bank ranking junior to the First Preferred Shares. The holders of any series of First
Preferred Shares are not entitled to any dividends cther than those expressly provided for in the rights, privileges, restrictions and
conditions attached to such series of First Preferred Shares.

Liquidation, Dissolution or Winding-Up

in the event of the liquidation, dissolution or winding-up of the Bank, before any amount is paid for any property distributed to the
holders of common shares or shares of any other class of shares ranking junior to the First Preferred Shares, the holders of each
series of First Preferred Shares are entitled to receive (i} an amount equal to the price at which such shares were issued, (i} such
premium, if any, as has been provided for with respect to such series, and [iii in the case of cumulative First Preferred Shares,
all cumulative accrued and unpaid dividends, and in the case of nan-cumulative First Preferred Shares, all non-cumulative dividends
declared and remaining unpaid cn and inctuding the date of distribution. After payment to the holders of the First Preferred Shares
of the amounts so payable to them, they may not participate in any further distribution of the property or assets of the Bank.
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4. Voting Rights
The holders of First Preferred Shares do not, as such, have any voting rights for the election of directors of the Bank or for any
other purpose.

Each series of First Preferred Shares has its own set of terms and conditions.

Series 13 {Series J) (NA.PR.J}

The First Preferred Shares, Series 13, are redeemable in cash at the Bank's option, subject to obtaining the consent of the Superintendent
of Financial Institutions {Canada) and upon notice of not more than 60 and not less than 30 days, (i} on August 15, 2005 and on the last day
of each period of five years plus one day thereafter {the “conversion date”), in whole at any time or in part from time to time, at a price of
$25 per share, plus all declared and unpaid dividends at the date fixed for redemption and, (i} after August 15, 2005, other than on a
conversion date, in whole but not in part, at a price equal to $25.50 per share, plus all declared and unpaid dividends at the date fixed for
redemption; holders of First Preferred Shares, Series 13 are entitled to receive non-cumulative preferential dividends, payable quarterly
in an amount of $0.40 per share for the first five years and variable thereafter.

They are convertible at the holder's option on August 15, 2005, or a subsequent conversion date, inte fully paid First Preferred Shares,
Series 14.

Series 15 (Series K) (NA.PR.K)

Subject to obtaining the consent of the Superintendent of Financial institutions (Canadal, the Bank may, at its option, redeem for cash the
First Preferred Shares, Series 15 an or after May 15, 2008, in whole or in part, at any time at a price equal to $26.00 per share if they are
redeemed prior to May 15, 2009, at $25.75 per share if they are redeemed during the 12 months prior to May 15, 2010, at $25.50 per share
if they are redeemed during the 12 months prior to May 15, 2011, at $25.25 per share if they are redeemed during the 12 months prior to
May 15, 2012, and at $25.00 per share if they are redeemed on or after May 15, 2012, in each case together with alt declared and unpaid
dividends thereon up to the date fixed for redemption.

The holders of First Preferred Shares, Series 15 will be entitled to receive a quarterly non-cumulative preferential cash dividend, as and
when declared by the Board of Directors of the Bank (the "Board"), on the 15th day of February, May, August and November of each year,
at a quarterly rate equal to $0.365625 per share. The first of such dividends was paid on May 15, 2003. It was $0.416712 per share, based
on the closing date of January 31, 2003.

Description of notes listed on the Toronto Stock Exchange

Nikkel 225 Protected Index Notes Due 2009 (NA.NT.J]

The Nikkei 225 Protected index Notes [the “Notes”} will mature on April 30, 2009 ["Maturity”). As at January 18, 2005, 1,300,000 Notes were
issued at a price of $10 per Note. The Notes may not be called for redemption by the Bank prior to Maturity. At Maturity, each holder of Notes
will receive in respect of each Note held the greater of [a) $10 and [b) the repurchase price (as defined below) which will be computed by
reference to the Nikkei 225 Index. The repurchase price of each Note will be equal to the aggregate of $10 and the amount obtained by
multiplying $10 by 100% of the appreciation rate of the Nikkei 225 index from the date of issue to the date of Maturity [rounded down to the
nearest cent}. No interest will be paid on the Notes, if any, except at Maturity.

Nikkei 225 Protected Index Notes Due 2007 ([NA.NT.K]

The Nikkei 225 Protected Index Notes [the "Notes”] will mature on March 30, 2007 ["Maturity”}. As at January 18, 2005, 1,000,000 Notes
were issued at a price of $10 per Note. The Notes may not be called for redemption by the Bank prior to maturity. At Maturity, each holder
of Notes will receive in respect of each Note held the greater of {a) $10 and (b} the repurchase price las defined below} which will be
computed by reference ta the Nikkei 225 Index. The repurchase price of each Note will be equal to the aggregate of $10 and the amount
obtained by multiplying $10 by 100% of the appreciation rate of the Nikkei 225 Index from the date of issue to the date of Maturity [rounded
down to the nearest cent]. No interest will be paid on the Notes, if any, except at Maturity.
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Monthly prices of securities traded on stock exchanges during Deposit and Debenture Ratings
the fiscal year ended October 31, 2004
The table below provides the credit ratings assigned to the Bank's

Common Shares (NA) securities by rating agencies.
Date High ($] Low (3] Volume 1. Moody's National Bank of Canada
2004/10 48.78 43.65 7,902,487 Short-Term P-1
2004/09 4£4.02 42.31 11,143,587 LT Bank Deposits Al
2004/08 45.20 42.82 5,701,403 LT Debt Senior Al
2004/07 45.09 42.52 7,094,219 LT Debt Subordinated A2
2004/06 44.84 42.65 8,474,074 Issuer Rating Al
2004/05 45,50 42.21 10,491,247 Financial Strength B-
2004/04 47.99 42.72 9.173.737
2004/03 46.71 44.59 11,296,031 2. Standard & Poor’s
2004/02 45.87 43.40 14,264,231 Short-Term Counterparty A-1
2004/01 45.30 42.41 12,965,044 Long-Term Counterparty A
2003/12 43.48 40.40 12,645,238 Senior Unsecured Debt A
2003/11 42.49 40.03 11,879,657 Subordinated Debt A-
. Commercial Paper (Canadian scale] A-1 [Mid]
First Preferred Shares, Series 13 [NA.PR.J Commerciat Paper (Global scale) A-1
Preferred Stock (Canadian scale] P-2 (High)
Date High [$] Low ($} Volume  Preferred Stock [Global scale) BBB+
2004/10 26.45 25.55 165,496
2004/09 26.70 25.75 34,001 3.0BRS
2004/08 26.61 26.25 70,153 Short-Term Instruments R-1{Low)
2004/07 26,74 26.40 54,156 Deposits & Senior Debt A
2004/06 26.69 26.51 387,360 Subordinated Debt A lLow)
2004/05 26.78 26.28 143,019 Cumulative Preferred Shares Pfd-2
2004/04 27.20 26.25 378,620  Non-Cumulative Preferred Shares Pfd-2n
2004/03 27.35 26.76 125,920
2004/02 27.35 27.01 507,420  4FitchiBCA
2004/01 27.47 26.87 157,905  Short-Term 1
2003/12 27.33 26.96 18,435  Long-Term Ax
2003/11 27.11 26.70 113,535 Individual B
Support 2

First Preferred Shares, Series 15 [NA.PR.K}

The ratings should not be construed as a recommendation to buy, sell

Date High ($) Low [$) Volume  orhold Bank securities. Ratings may be revised or withdrawn at any time
2004/10 27.00 26.18 110,596 by the rating agencies.

2004/09 26.83 26.17 111,804

5882583 g:gg gggg 15;?22 A definition of the categories of each rating as at October 31, 2004 has
2004/06 26.00 25 50 507,189 been obt.alned from the respective rating organization's website and is
2004/05 26,15 25.03 320,353  outlinedin Appendix A.

2004/04 27.87 25.25 659,115

2004/03 27.95 27.36 590,974

2004/02 27.85 27.10 118,486

2004/01 27.33 26.65 107,244

2003/12 27.49 26.41 92,832

2003/11 26.97 26.47 86,255

NIKKE! 225 NOTE [2009) {NA.NT.J}

Date High [$] Low {$} Volume
2004/10 8.38 8.31 2,100
2004/09 8.35 8.15 6,946
2004/08 8.25 8.25 1,300

NIKKEI 225 NOTE [2007] (NANT.K]

Date High (5] Low ($] Volume
2004/10 9.26 9.15 3,700
2004/09 9.20 9.05 19,400

2004/08 9.16 9.16 500
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Number of Shareholders
As at October 31, 2004, there were 26,961 registered holders of common shares listed with the Registrar.

DIRECTORS AND EXECUTIVE OFFICERS

DIRECTORS

Since November 1, 1999, the directors whose names appear on page 134 of the Annual Report have held the principal functions
described in the “Election of Directors” section of the Circular and in the Management Proxy Circular dated January 22, 2004.

EXECUTIVE OFFICERS

Since November 1, 1999, the officers mentioned on pages 137 and 138 of the Annual Report have held various management,
executive or senior executive positions at the Bank, with the exception of the following:

Guy Benoit:
Jean Blouin:

Jean-Francois Bureau:

Linda Caty:
René Collette:
Eric Girard:
Marc Godin:
Jacynthe Hotte:

Lynn Jeanniot:
Alice Keung:

Olivier H. Lecat:

Benoit Marcotte:

Jacques Naud:
Luc Papineau:

Ricardo Pascoe:

Greg A. Reed:
Chantale Reid:

Kevin Smith:

from 1998 to 2003, Vice-President - Central District, TD Bank Financial Group

from 1998 to 2000, Manager - investment and Interest Rate Department, Fédération des caisses Desjardins
du Québec

from 1996 to 2001, Vice-President - Corporate Finance, Le Groupe Vidéotron Ltée; from 2001 to 2002,
Vice-President - Mezzanine Loans and Investments, EdgeStone Capital Partners; from 2002-2003,
Senior Vice-President and Chief Financial Officer, Cable Satisfaction International Inc.

from 1998 to 2003, Vice-President and Corporate Secretary, National Bank of Canada; from 2003 to
2004, Corporate Secretary, BCE Inc.

from 1994 to 2000, Account Manager, New Brunswick, Royal Bank of Canada

from 1998 to 2000, Chief Trader, Financial Engineering Group, National Bank Financial

from 1997 to 2000, Chief Financial Officer, Western Europe, Telesystem Ltd.; from 2000 to 2001, Partner,
IUGO Venture Inc.; and from 2001 to 2003, President, Marc Godin & Associés Inc.

from 1997 to 2002, Assistant Vice-President - Corporate Banking, National Bank of Canada; in 2002,
Managing Director, Bank Financing, National Bank Financial

from 1998 to 2002, Executive Director, institute of Canadian Bankers

from 1999 to 2000, Senior Director - Commercial Business Units, Information Technology, Air Canada;
and from 2000 to 2003, Vice-President - Information Technology and Chief Information Officer, Air Canada
from 1997 to 2001, Vice-President - Corporate and investment Banking, Internal Audit Services, Royal Bank
from 1994 to 2003, Senior Vice-President - Sales Management and Network Administration, National
Bank Financial

from 1996 to 2000, Regional Manager, Bank of Montreal

from 1998 to 2001, Vice-President and Branch Manager, Merrill Lynch Canada Inc.

from 1996 to 2000, Managing Partner, Veritas Capital Management LLC, Greenwich, CT; from 2000 to
2002, Executive General Manager - Americas, Commerzbank Capital Markets Corp., New York and
Global Head of Fixed Income Trading and Global Head of Alternative Investment Strategies, Commerzbank
Securities; and from 2002 to 2003, Global Head of Markets, Commerzbank Securities, Londan, England
from 1997 t0 2002, Director, McKinsey & Company; and from 2002 to 2003, Senior Director, McKinsey
& Company

from 1998 to 2001, MBA student and self-employed consultant; and from 2001 to 2002, Vice-President -
Operations, MédiSolution Ltée

from 1997 to 2001, Vice-President - Human Resources, GATX Rait Canada; and from 2001 to 2004,
Manager - Employee Relations, Air Canada
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SHAREHOLDINGS OF DIRECTORS AND EXECUTIVE OFFICERS
The Directors and Executive Officers of the Bank as a group beneficially own less than 1% of the outstanding common shares
of the Bank.

CEASE TRADE ORDERS OR BANKRUPTCIES

To the knowledge of the Bank, no officer mentioned on pages 137 and 138 of the Annual Report of the Bank and no director
mentioned on page 134 of the Annual Report of the Bank has been, in the 10 years prior to the date of this Annual Information
Form, a director or an officer of any other company, that while that person was acting in that capacity, (al was the subject of a
cease trade or similar order or an order that denied it access to any exemption under securities legislation, for a period of more
than 30 consecutive days, or [b] became bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency,
or became subject to or instituted any proceedings, arrangement or compromise with creditors, or had a receiver, receiver-
manager or trustee appointed to hold assets of the director or officer, except for:

¢ Marcel Dutil, a director of the Bank, who was on the board of directors of Total Containment Inc. when it was placed under
the protection of Chapter 11 of the United States Bankruptcy Code on March 4, 2004;

¢ E.A (Dee} Parkinson-Marcoux, a director of the Bank until December 17, 2004, who was on the board of Southern Pacific
Petroleum when it was placed in receivership in December 2003; and

»  Paul Gobeil, a director of the Bank, was on the board of directors of BridgePoint international Inc. and of its wholly owned
subsidiary, BridgePoint International (Canadal inc. until November 12, 2001. BridgePoint International [Canadal inc. made
a proposal to its creditors on January 25, 2002 and BridgePoint International Inc. was advised by the Toronto Stock Exchange
on January 31, 2002 that trading on its shares was suspended.

TRANSFER AGENT AND REGISTRAR

National Bank Trust Inc.

Share Ownership Management

1100 University, 9th Floor

Montreal, Quebec, Canada H3B 2G7

Telephone: 1-800-341-1419
(514) 871-7171

Fax: {514) 871-7442

For any correspandence:
National Bank Trust inc.
Share Ownership Management

P.C. Box 888, Station B
Montreal, Quebec, Canada H3B 929

INTEREST OF EXPERTS

Samson Bélair/Deloitte & Touche, S.E.N.C.R.L. are the auditors who prepared the Auditors’ Report and the report on Canadian
generally accepted audit standards.
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BOARD OF DIRECTORS AND ITS COMMITTEES

The main duty of the Board is to oversee the management of the Bank, safeguard its assets, and ensure its viability, profitability and
development. To do so, it is assisted by three committees: the Audit and Risk Management Committee, the Conduct Review and
Corporate Governance Committee, and the Human Resources Committee.

A summary of the mandate of the Board and its three committees is included in the Circular in the "Corporate Governance” section.
In addition, the mandates of the Board and of the Audit and Risk Management Committee are reproduced below in their entirety.
These mandates may be amended from time to time without prior notice. Consequently, we invite you to contact the Corporate
Secretary's Office of the Bank at 600 de La Gauchetiere West, 4th Floor, Montreal, Quebec, Canada H3B 4L2 in order to obtain the
most recent version of these mandates.

The composition of the Audit and Risk Management Committee, the description of the financial expertise of its members and a
summary of the policies and procedures for awarding contracts for non-audit services offered by the external auditors are presented
in the "Corporate Governance” section of the Circular. Moreover, the breakdown of the fees by category for the services offered by
the external auditors is presented under the "Auditor Fees” section of the Circular.

Mandate of the Board
“1. Composition and Characteristics of the Board

1.1 The Board of Directors is composed of directors who possess extensive complementary knowledge, competencies and
skills, as well as relevant expertise enabling them to make an active, informed and profitable contribution to the management
of the Bank, the conduct of its business and the orientation of its development.

12 Directors have the necessary time and interest to perform their duties effectively.

1.3 Directors act with integrity and exercise impartial judgment in performing their duties and fulfilling their responsibilities.
Directors are bound by the provisions of the Code of Professionat Conduct and other rules of ethics applicable to directors,
officers and employees of the Bank and its subsidiaries.

2. Independence of the Board

2.1 A majority of the members of the Board are directors who are not persons affiliated with the Bank, within the
meaning of the Bank Act [hereinafter the "Act”} and are “unrelated directors” within the meaning of the applicable
guidetines of the TSX.

2.2 The Board, either directly or through one of its committees, adopts structures and procedures to ensure the Board
functions independently of management.

23 Directors are required to disclose any conflict of interest to the Chairman of the Board or to the Chair of the Conduct
Review and Corporate Governance Committee.

3. Duties and Responsibilities
The Board of Directors oversees the management of the Bank either directly or through its committees. The respensibitity of
the Board is to safeguard the assets of the Bank, ensure its viability, profitability, sustainability and development, and obtain
assurance that a controt environment exists. The Board assigns responsibility for managing and directing the operations of the
Bank to management. The Board expressly assumes the following functions:

Strategic Planning Process

3.1 Review, discuss and approve periodically the strategic plan through which the Bank establishes its mission, vision,
business objectives and strategy, taking into account the opportunities and risks for the Bank, as well as the business
plans relating to the main operations of the Bank.

3.2 Review and approve the business plans relating to the Bank's main operations and update them regularly to ensure they
remain appropriate and prudent given the Bank's economic and business environment, its resources and its results.

33 Review the Bank's actual operating and financial results in relation to projected results based on its business objectives,
its strategic plan and its business plans.

3.4 Review and approve operating budgets,
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Assessing Risks
35 Review and approve the averall risk philosophy and risk tolerance of the Bank, recognize and understand the major risks

to which the Bank is exposed and ensure that appropriate systems are set up for effective management of those risks.

36 Require that management report on the major risks to which the Bank is exposed, the integrity of procedures and controls
to manage those risks and the overall effectiveness of the risk management process.

3.7 Require that management adopt a process aimed at determining the Bank’s appropriate level of capital in terms of the
risks assumed.

3.8 Discuss and approve all the major policies of the Bank, particularly the rules pertaining to the acceptance, oversight,
management and reporting of material risks to which the Bank is exposed as well as changes thereto with respect to
risk management.

3.9 Approve the declarations and reports relating to compliance with Canada Deposit insurance Corporation (CDIC) Standards
of Sound Business and Financial Practices or any declaration required by other regulatory authorities.

Description of the Functions of the Chairman of the Board
3.10  Approve the description of the functions of the Chairman of the Board without directors who are members of management
and the Chairman of the Board being present.

Succession Planning and Remuneration for Directors

3.11  Approve the appointment of any new nominee for election as director, review and approve directors’ remuneration, the
form of remuneration, and the allowances given to directors, and take charge of the succession planning process for the
Board of Directors.

Assessing the Effectiveness of the Board of Directors
3.12  Assess the effectiveness of the Board and of its committees, based on a process implemented by the Conduct Review
and Corporate Governance Committee.

Succession Planning for Senjgr Management

3.13  Select and evaluate the President and Chief Executive Officer, set his compensation, and ensure succession planning.

3.14  Approve the appointment of qualified and competent members of senior management, set their compensation, ensure
their training and development, and plan their succession.

Hiring of Outside Advisors
315 The Board of Directors can retain the services of outside advisors, at the Bank's expense.

External Auditors
3.16  Recommend to the shareholders the appointment of the external auditors and approve their remuneration.

Communication and Disclosure
3.17  Approve policies on the communication and disclosure of information to shareholders, investors and the general public.
3.18  Ensure that measures are in place to receive feedback from Bank shareholders.

Integrity and Ethics

3.19  Ensure that the rules of conduct and ethics are maintained, in particutar by adopting a code of professional conduct for
directors, officers and employees of the Bank and its subsidiaries and ensure that the Bank has an ongoing, appropriate
and effective process to guarantee compliance with these rules.

3.20  Require that management set up a compliance program to ensure that the Bank complies with the Act, applicable
regulations and any other obligations.

Material Transactions

3.2%  Discuss and approve any activity, contract or agreement of any nature whatsoever which is not compatible with the Bank’s
mission or does not fall within its normal course of business.

3.22  Review and approve policies with respect to major initiatives and activities.
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Related Party Transactions
3.23  Approve any related party transaction under section 497 of the Act which would cause the aggregate of loans and guarantees
granted by the Bank or its subsidiaries to such related party to exceed 2% of the Bank's regulatory capital.

Governance of Major Subsidiaries

3.24  Discuss and determine the structure and general corporate governance principles applicable to the Bank’s major
subsidiaries in order to enhance the effectiveness of the oversight carried out by the Bank’s Board of Directors.

3.25  Ensurethat procedures are in place for communication between the boards and committees of the Bank's main subsidiaries
and those of the Bank.

Exclusive Powers
3.26  Approve all matters that the Act assigns exclusively to directors, in particular the approval of dividends and procedures
to resolve conflicts of interest.

Residual Powers
3.27  Assume any responsibility not delegated to management.

Board Committees

Types of Committees

4.1 The Board is responsible for overseeing the management of the Bank and may set up the appropriate committees to
assist it in this role.

4.2 The Board may review the types of committees from time to time, appoint members thereto, delegate the appropriate
powers thereof and approve the mandate therefor.

Composition
43 The Board committees are composed of directors who are not members of management.

4.4 Candidates who have been Board members for at least one year are eligible to sit on a committee, unless otherwise
decided by the Board of Directors.

Committee Mandates

45 Each Board committee has a mandate describing the role and responsibilities of the committee which is approved by the
Board of Directors.

4.6 The mandates define the responsibilities of the committees and determine whether the committees are to make decisions
or formulate recommendations to the Board.

Minutes of Committees
4.7 Each Board committee records the minutes of each committee meeting, which are subsegquently made available
to the Board.

Ad Hog or Special Committees
48  The Board may, from time to time, set up appropriate ad hoc committees.

Expectations of the Board Regarding Management

Duty to Report

5.1 Management is responsible for the day-to-day management of the Bank's operations pursuant to the powers delegated
by the Board and in accordance with the laws and regulations applicable to the Bank.

5.2 Management facilitates the Board's oversight role regarding the business operations and internat administration of the
Bank by submitting accurate, complete, relevant and timely information and reports to the members of the Board.
Management must report to the Board by providing informed opinions regarding, for example, the Bank's main objectives,
strategies, plans and policies.”
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Mandate of the Audit and Risk Management Committee

13 1‘

(1

Mission
1.1 The Audit and Risk Management Committee (the “Committee”] assists the Board of Directors by:
al  reviewing financial statements, processes for presenting and disclosing financial information, internal controls, audit
processes and management information systems in order to determine their integrity and effectiveness;
b]  acting as intermediary between the Board of Directors and the independent oversight functions (internal and external
audit and comptliance): and
¢ carrying out a detailed review of risk management and the control methods used therefor.
1.2 The external auditors of the Bank are required to report directly to the Committee and to submit reports to the Board of
Directors and to the Committee as representatives of the shareholders.
1.3 The Committee fulfills its responsibilities in place of the Board and the shareholders by assuming the functions set out in
section 10 hereof.

Composition

2.1 The Committee is composed of no less than three members appointed annually by the Board of Directors from among the
directars of the Bank.

2.2 Amajority of the members of the Committee are directors who are not persons affiliated with the Bank within the meaning
of the Bank Act (hereinafter "BA"] and all are "unrelated directors” within the meaning of the rules of the Toronto Stock
Exchange ["TSX").

2.3 Each ofthe members of the Committee is “independent” in accordance with Regulation 52-110 Respecting Audit Committees
{"52-110").

2.4 No officer or employee of the Bank or of a subsidiary of the Bank may be a member of the Committee.

2.5 Each of the Committee members is “financially literate” within the meaning of 52-1101], and at least one member has
“accounting or related financial expertise” within the meaning of the TSX rules(2l.

Chair

3.1 The Chair of the Committee is designated by the Board of Directors. If the designated Chair is unable to chair a meeting of
the Committee, said Committee selects one of the members of the Committee present to act as Chair for that meeting.

3.2 Any member who has sat on the Committee for two years is eligible to become the Chair, unless otherwise decided by the
Board of Directors.

3.3 The term of a Committee member appointed Chair of the Committee may not exceed four years, unless otherwise decided
by the Board of Directors.

34 The Chair of the Committee may ask the Chairman of the Board to have certain matters for which the Committee is
responsible discussed at meetings of the Board of Directors.

Secretary
4.1 The Secretary of the Bank, an Assistant Secretary or any other person designated by the Secretary acts as Secretary of the
Committee.

Meetings and Calling of Meetings

5.1 Meetings of the Committee are held on the date and at the time and place set by the Board of Directors, and the members
of the Committee are informed thereof annually and in writing, with no further notice required.

5.2 Anunscheduled meeting may be called at any time by the Chair of the Committee, the Chairman of the Board, the President
and Chief Executive Officer of the Bank, one of the members of the Committee, the Senior Vice-President - Risk Management,
the external auditors as well as the chief internal auditor.

A notice specifying the purpose, place, date and time of each unscheduled meeting shall be sent to each of the Committee
members by mail or by any other means of telephonic or electronic communication no less than 24 hours prior to the time
and date set for the meeting.

According to 52-110, “financially literate” means the ability to read and understand a set of financial statements that present a breadth and
tevel of complexity of accounting issues that are generally comparable to the breadth and complexity of the issues that can reasonably be
expected to be raised by the Bank's financial statements.

According to TSX rules, “accounting or related financial expertise” is the ability to analyze and interpret a full set of financial statements including
the notes attached thereto, in accordance with Canadian generatly accepted accounting principles.
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Unscheduled meetings of the Committee may be held without notice, when all the members of the Committee are present
or when members who are absent waive in writing the notice of such meeting.

5.3 Meetings of the Committee may be held by telephone or any other means which enables all participants to communicate
with each other adequately and simultaneously. Persons participating in a meeting by telephone or by any other means of
communication are deemed to have attended that meeting.

5.4 The external auditors are entitled to receive the notices calling meetings of the Committee, to attend the audit and risk
management portions thereof and to be heard at such meetings.

5.5 The Committee may call a meeting of the Board of Directors to consider any matters that are of concern to the Committee.

5.6 The Committee members may meet in camera, as needed, under the direction of the Chair of the Committee.

Quorum

6.1 A majority of the Committee members constitutes a guorum.

6.2 Quorum shall exist for the entire meeting so that the Committee members may legitimately deliberate and make a decision.
However, any director who is not present at any particular time during the meeting for the purposes of subsection 203(1)
BA (disctosure of interest) shall be considered as attending for the purposes of quorum.

6.3 Subjecttosections 6.1and 6.2 above, the decisions made by the Committee concerning matters submitted for its consideration
shall be made by a majority vote of the members present.

Minutes

7.1 The minutes of each meeting of the Committee are entered by the Secretary in a register specially held for such purpose.

7.2 The minutes of each meeting of the Committee, duly approved by the Committee, are attached to the agenda of a subsequent
meeting of the Board of Directors, for information.

7.3 The Chair of the Committee makes an oral report on the deliberations of each meeting at a subsequent meeting of the
Board of Directors.

Vacancy
8.1 Avacancy on the Committee is filled by the Board of Directors as it deems appropriate. Failure to fill a vacancy does not
invalidate the decisions of the Committee, provided there is a quorum.

Hiring of Outside Advisors

9.1 The Committee has the following powers:
al  toengage independent legal counsel or other advisors as it determines necessary to carry out its duties;
b)  tosetand pay the compensation for any advisors employed by the Committee; and
c)  to communicate directly with the internal and external auditors.

Functions and Responsibilities
The functions of the Committee are as follows:
10.1 Audit

Internal Control

10.11 Review, on an annual basis, the mandate of the internal audit function and ensure that it has the necessary
resaurces to fulfill its mandate and the responsibilities established.

10.1.2  Reguire management to implement and maintain appropriate internal control procedures; review, evaluate and
approve those procedures. ‘

10.1.3  Review the effectiveness of the internal control policies and procedures of the Bank with the Senior Vice-President
- Internal Audit or any officer or employee of the Bank acting in a similar capacity.

10.14  Review the internal auditors’ reports on a quarterly or annual basis. Ensure that the necessary measures are
taken to follow up the suggestions resulting from such report{s).

10.1.5  Take cognizance of the recommendations of management of the Bank with respect to the appointment or dismissal
of the Senior Vice-President - Internal Audit or any officer or employee of the Bank acting in a similar capacity,
and make the appropriate recommendations to the Board thereon.

10.1.6  Reviewand approve the annual internal audit plan and ensure the independence and effectiveness of this function.

10.1.7  Require that the internal audit function be free of all influences that might adversely affect its ability to assume
its responsibilities in an objective manner.

10.1.8  Ensure cooperation between the internal and external auditors of the Bank.

10.1.9  Meet with the Senior Vice-President - Internal Audit of the Bank without management being present.
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10.1.10

10.1.11

10.1.12

10.1.13

10.1.14

10.1.15

10.1.16

10.1.17

10.1.18
10.1.19

10.1.20

10.1.21

Review any document specified by the Superintendent of Financial Institutions and the recommendations made
by regulatory authorities or the internal or external auditors and report thereon to the Board of Directors.

External Auditors

Be directly responsible for overseeing the work of the external auditors engaged for the purpose of preparing or
issuing an auditor's report or performing other audit, review or attest services for the Bank, including the resolution
of disagreements between management and the external auditors regarding financial reporting.

Make recommendations to the Board of Directors of the Bank regarding the appointment of external auditors
and their remuneration.

Review and discuss the written report prepared by the external auditors detailing all factors that might have an
impact on their independence and objectivity; recommend measures to be taken by the Board of Directors to
ensure the independence of the external auditors.

Review the nature and scope of the work of the externat auditors for the Bank as well as their remuneration.
Meet with the external auditors and management to discuss the annual financial statements, the documents
required by the Superintendent or transactions that could adversely affect the financial well-being of the Bank.
Discuss with the external auditors the quality and acceptability of the accounting principles applied in financial
reports.

Review the annual management letter oninternal control from the external auditors of the Bank and ensure that
measures subsequently taken by management are followed up.

Meet regularly with the external auditors of the Bank without management being present.

Assess the overall performance of the external auditors, inctuding atl audit and non-audit services, and analyze
the impact of such services on the independence of the auditors.

Pre-approve all non-audit services to be provided to the Bank or its subsidiary entities by the external auditors,
unless it has adopted specific policies and procedures to retain non-audit services and the following conditions
have been met:

al  the policies and procedures for pre-approval are detailed as to the targeted services;

b) the Committee is informed of each non-audit service; and

c)  the procedures do not involve the delegation to management of Committee responsibilities.

Review and approve the hiring policies of the Bank with regard to partners, employees and former partners and
employees of the present and former external auditors of the Bank.

Financial Reporting and Analysis

10.1.22

10.1.23

10.1.24

10.1.25

10.1.26

Review, on an annual basis, the mandate of the financial analysis function and ensure that it has the resources
needed to carry out its mandate and the responsibilities established.

Review the quarterly and annual consolidated financial statements of the Bank, the corresponding Management’s
Discussion and Analysis and relevant news releases, and recommend approval thereof to the Board of Directors
of the Bank prior to their publication. Review the unaudited financial statements of certain subsidiaries.
Review all investments and transactions that could adversely affect the financial well-being of the Bank, particularly
when brought to its attention by the external auditors or management.

Review and recommend to the Board of Directors the approval of information documents containing earnings
guidance or audited or unaudited financial information, notably the annual infoermation form and news releases
for the publication of quarterly and annual consolidated financial statements of the Bank.

Periodically ensure that adequate procedures are in place for the review of the Bank's public disclosure of financial
information.

Obtain from management information about material changes introduced by organizations such as stock exchanges
or the Canadian Securities Administrators and changes made to accounting principles and standards which could
have an impact on the preparation and/or disclosure of the financial statements of the Bank and its subsidiaries
and inform the Board of Directors accordingly, if applicable.

Review management’s report on any dispute, notice of assessment or any other claim of a similar nature which
could have a material impact on the financial position of the Bank and ensure that such material claims are
properly disclosed in the financial statements.

Meet with representatives of the Office of the Superintendent of Financial Institutions at the request of that
organization and report to the Board of Directors.

Take cognizance of the minutes of the meetings of the Audit Committee of National Bank Financial inc. and, if
necessary, of any other Bank subsidiary with an audit committee.
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Corporate Compliance

10.1.31  Review, on anannual basis, the mandate of the corporate compliance function and ensure that it has the resources
needed to carry out its mandate and the responsibilities established.

10.1.32  Review management’s annual report on the Bank's level of compliance with the BA, applicable reguiations and
any other obligations, and recommend approval thereof to the Board.

10.1.33  Review the annual report of the corporate compliance function on compliance at the Bank's subsidiaries.

10.2 Risk Management

10.2.1 Review, on an annual basis, the mandate of the risk management function and ensure that it has the resources
needed to carry out its mandate and the responsibilities established.

10.2.2  Review the declarations and reports regarding compliance with the CDIC Standards of Sound Business and
Financial Practices or any other declaration required by other regulatory authorities and recommend the approval
thereof to the Board of Directors.

1023 Require management to report to the Committee on the existence of a control environmentt3! at the Bank that
supports appropriate, effective and prudent management of its operations and of the risksto which it is exposed
and that contributes to the achievement of its business objectives. Report thereon to the Board of Directors.

10.2.4  Require management to report to the Committee on the fact that the Bank is “in control,” namely, that its operations
are managed in accordance with strategic, risk, capital, liquidity and funding management processes; that such
processes are carried out in a control environment; that major problems are identified; and that the Bank takes
timely action to address them. Report thereon to the Board of Directors.

Risk Management
10.25  Identify the material risks to which the Bank is exposed.

10.2.6  Ensure that the risk management function has sufficient independence, status and visibility, and that it is reviewed
periodically.

10.2.7  Review and recommend to the Board of Directors the adoption of policies for managing material risks, notably
policies retated to credit risk, market risk, structural risk, fiduciary risk and operationat risk including outsourcing
risk, and ensure that they are implemented. Review these policies at least once a year.

10.28  Require management to report to the Committee on the existence at the Bank of a process for proactively detecting,
assessing and managing material risks and on compliance with policies and control measures. Report thereon
to the Board of Directors.

Capital, Liguidity and Funding Management

10.2.9  Identify the Bank’s capital, liguidity and funding needs.

10.2.10  Review and recommend to the Board of Directors the adoption of liquidity and funding management and capital
management policies. Review these policies at least once a year.

10.2.11  Require management to report to the Committee on the existence at the Bank of capital, liquidity and funding
management processes and on compliance with policies and control measures. Report thereon to the Board
of Directors.

Credit

10.212  Subject to subsection 10.2.14 below, approve the credits of clients, by borrower and by group of borrowers, which
exceed the powers delegated to Bank officers and which are defined in the credit risk management policies of
the Bank.

10.2.13  Review and recommend to the Board of Directors, subject to the provisions set out in section 497 BAW, any
transaction between the Bank and a related party as defined in the BA, except transactions of nominat or immaterial
value, personal loans, mortgage loans, lines of credit and financial services granted to officers, as set out in the
Conditions of loans and financial services applicable to transactions with senior officers and their related parties which
forms an integral part of the Policy Governing the Management and Monitoring of National Bank of Canada Related
Party Transactions.

Control environment: The environment that results from the following factors: approach to governance, management style, organizational
structure, resource commitrments, communication style, procedures and controls and the level of adherence thereto, the conduct of personnel,
and human resource policies and practices.

Any transaction with a related party must be approved by the Board of Directors if such transaction results in increasing the aggregate loan and
guarantees granted by the Bank or its subsidiaries to a related party to more than 2% of the regulatory capital of the Bank.
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10.2.14  Review changes in impaired loans, ensure that they are monitored and approve the taking of provisions for any
impaired loans, according to the rutes established in the Credit Risk Management Policy of the Bank.

10.2.15 Approve the uncommitted credit facilities of financial institutions, governments, corporations and other
similar Canadian or foreign borrowers, arranged by the Bank for internal control, which exceed the loaning
limits of Bank officers.

10.2.16  Receive reports analyzing the economic situation of a given sector of activity in which the Bank has a certain
exposure and review portfolio limits in this sector of activity on the basis of management’s recommendations.

10.2.17  Receive and examine the quarterly reports of the Bank on loan losses and non-performing loans.

10.3 Varia

10.31 Establish a policy and procedures for (il the receipt, retention and treatment of complaints received by the Bank
regarding accounting, internal accounting controls, or auditing matters: and lii] the confidential, anonymous
submission by employees of the Bank of concerns regarding questionable accounting or auditing matters.

10.3.2  Actasanauditand risk management committee for Natcan Trust Company or, if necessary, for any other subsidiary
of the Bank where allowed under its incorporating act, and exercise all the duties incumbent upon such committee
in accordance with the Trust and Loan Companies Act or any other applicable legislative or regulatory provision.

10.3.3  Exercise any other duty assigned to it by the Board of Directors and submit to it the recommendations it deems
appropriate with respect to matters which fall within its purview.”

ADDITIONAL INFORMATION

Additional information on the Bank is available on its website at www.nbc.ca and on the SEDAR website at www.sedar.com.
Financial information on the Bank appears in the consolidated financial statements and in Management's Discussion and
Analysis for the most recently completed fiscal year.

The Bank undertakes to provide to any person, upon request, a copy of the Annual Information Form together with a copy of
any document incorporated therein by reference, a copy of the annual consolidated statements for the fiscal year ended October 31,
2004 together with the accompanying auditors’ report, a copy of any subsequent quarterly report, a copy of the Circular in
respect of its most recent Annual Meeting of Shareholders that involved the election of directors, and a copy of any document
that is incorporated by reference into a preliminary short form prospectus or a short form prospectus whenever the securities
of the Bank are part of a distribution. The Circular dated December 29, 2004 enclosed with the Notice of the Annual Meeting of
Shareholders dated January 13, 2005 for the meeting scheduled for March 2, 2005 contains additional information such as the
remuneration and indebtedness of directors and executive officers, the principal holders of Bank shares and stock options.
Copies of these documents may be obtained upon request from the Corporate Secretary's Office of the Bank, 600 de La Gauchetiére
West, 4th Floor, Montreal, Quebec, Canada H3B 4L2.
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APPENDIX A - RATING DEFINITIONS

1. Moody's
Short Term - P-1

Issuers (or supporting institutions) rated Prime- 1 have a superior ability
to repay short-term debt obligations.

LT Debt Senior - A1
A1 debts are judged to be of high quality by all standards.

LT Debt Subordinated - A2

Banks rated A possess exceptional intrinsic financial strength. Typically,
they will be major institutions with highly valuable and defensible
business franchises, strong financial fundamentals, and a very attractive
and stable operating environment.

LT Bank Deposits - Rating A1

Banks rated A for deposits offer good credit quality. However, elements
may be present that suggest a susceptibility to impairment over the
long term.

Financial Strength - Rating B-

Banks rated B possess strong intrinsic financial strength. Typically,
they will be institutions with valuable and defensible business franchises,
good financial fundamentals, and a predictable and stable operating
environment.

A "-" modifier will be appended to ratings above the “E" category to
distinguish those banks that fatl in intermediate categories.

Issuer Ratings A1

Determines the ability of the Bank to honour senior unsecured financial
obligations and contracts. Obligations rated A are considered upper-
medium grade and are subject to low credit risk.

Moody's appends numerical modifiers 1, 2, and 3 to each generic rating
classification from Aa through Caa. The modifier 1 indicates that the
obligation ranks in the higher end of its generic rating category; the
madifier 2 indicates a mid-range ranking; and the modifier 3 indicates
a ranking in the lower end of that generic rating category.

2. Standard & Poor's

Aand A-

An obligation rated "A" is somewhat more susceptible to the adverse
effects of changes in circumstances and economic conditions than
obligations in higher-rated categories. However, the abligor’s capacity
to meet its financial commitment on the obligation is still strong.

P-2 [High] corresponds to BBB+

An obligation rated "BBB" exhibits adequate protection parameters.
However, adverse economic conditions or changing circumstances are
more likely to lead to a weakened capacity of the obligor to meet its
financial commitment on the obligation,

A-1

A short-term obligation rated "A-1" is rated in the highest category by
Standard & Poor's. The obligor’'s capacity to meet its financial
commitment on the obligation is strong.

Plus {+) or minus [-}

The ratings from "AA” to "CCC" may be modified by the addition of a
plus or minus sign to show relative standing within the major rating
categories.

A-1(Mid]

Short-term obligations rated "A-1 {Mid)" reflect a strong capacity for
the obligor to meet its financial commitment on the obligation.
Obligations rated "A-1 {Mid]” on the Canadian commercial paper rating
scale would qualify for a rating of "A-1" on Standard & Poor’s global
short-term rating scale.

3. DBRS

R-1{Low]

The DBRS short-term debt rating is meant to give an indication of the
risk that a borrower will not fulfill its near-term obligations in a timely
manner. Every DBRS rating is based on quantitative considerations
relevant to the borrowing entity. Each rating category is denoted by the
subcategories "high,” "middle” and "low.”

Short term rated R-1 (Low] is of satisfactory credit quality. The overall
strength and outlook for key liquidity, debt and profitability ratios is not
normally as favourable as with higher rating categories, but these
considerations are still respectable. Any qualifying negative factors that
exist are considered manageable, and the entity is normally of sufficient
size to have some influence in the industry.

Aand A (Low)

The DBRS tong-term rating scales meant to give an indication of the
risk that a borrower will not fulfill its full obligations in a timely manner,
with respect to both interest and principal commitments. Every DBRS
rating is based on guantitative and qualitative considerations relevant
to the borrowing entity. Each rating category is denoted by the
subcategories “high” and "low.” The absence of either a "high” or "low”
designation indicates the rating is in the "middle” of the category. The
AAA and D categories do not utilize "high,” "middle” and "low" as
different grades.

Long-term rated A is satisfactery credit quality. Protection of interest
and principal is still substantial, but the degree of strength is less than
that of AA rated entities. While "A” is a respectable rating, entities in
this category are considered to be more susceptible to adverse economic
conditions and have greater cyclical tendencies than higher-rated
securities.

Pfd-2 and Pfd-2n

The DBRS preferred share rating scale is used in the Canadian securities
market and is meant to give an indication of the risk that a borrower
will not fulfill its full obligations in a timely manner, with respect to
both dividend and principal commitments. Every DBRS rating is based
on quantitative and qualitative considerations relevant to the borrowing
entity. Each rating category is denoted by the subcategories "high” and
“low.” The absence of either a "high” or "low" designation indicates the
rating is in the "middle” of the category.

Preferred shares rated Pfd-2 are satisfactory credit quality. Protection
of dividends and principal is still substantial, but earnings, the balance
sheet, and coverage ratios are not as strong as Pfd-1 rated companies.
Generally, Pfd-2 ratings correspond with companies whose senior
bonds are rated in the A category.

The "n” designation will be attached to all ratings for securities that
are non-cumulative. DBRS believes that the risk added under the non-
cumulative covenant is a market risk and not a credit risk. This supports
the DBRS view that ratings on equally ranking cumulative and non-
cumulative securities should be the same, with the "n” used to alert
subscribers to the additional potential for missed dividend payments
that exist with non-cumulative issues, if default should occur.




NATIONAL BANK GF CANADA

L%

Annual information Form

4. Fitch

Short term

A short term rating has a time horizon of less than 12 months for most
obligations or up to three years for U.S. pubtic finance securities, and
thus places greater emphasis on the liguidity necessary to meet
commitments in a timely manner. International credit ratings assess
the capacity to meet foreign or local currency commitments. Bath
foreign and local currency ratings are internationally comparable
assessments.

Short term F1
Highest credit quality. Indicates the strongest capacity for timely payment
of financial commitments.

Long term

Internatianal credit ratings assess the capacity to meet foreign or local
currency commitments. Both foreign and local currency ratings are
internationally comparable assessments.

A

High credit quality. "A” rating denotes a low expectation of credit risk.
The capacity for timely payment of financial commitments is considered
strong. This capacity may, nevertheless, be mare vulnerable to changes
in circumstances or in economic conditions than is the case for higher
ratings.

Individual

Individual ratings are assigned only to banks. These ratings, which are
internationally comparable, attempt to assess how a bank would be
viewed if it were entirely independent and could not rely on external
support. These ratings are designed to assess a bank’s exposure to,
appetite for, and management of risk, and thus represent our view on
the likelihood that it would run into significant difficulties such that it
would require support.

The principal factors we analyze to evaluate the bank and determine
these ratings include profitability and balance sheet integrity (including
capitalization}, franchise, management, operating environment, and
prospects. Finally, consistency is an important consideration, as is a
bank's size (in terms of equity capital] and diversification (in terms of
involvement in a variety of activities in different economic and
geographical sectors).

B

The "B" rating denotes a strong bank. There are no major concerns
regarding the bank. Characteristics may include strong profitability and
balance sheet integrity, franchise, management, operating environment
or prospects.

Support

2

The "2" rating denoctes a bank for which there is a high probability of
external support. The potential provider of support is highty rated in its
own right and has a high propensity to provide support to the bank in
question, This probability of support indicates a minimum long-term
rating floor of “BBB-"
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1, REAL RAYMOND, President and Chief Executive Officer of National Bank of Canada, certify

that :

1. I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-
109 Certification of Disclosure in Issuers’Annual and Interim Filings) of NATIONAL
BANK OF CANADA (the issuer) for the interim period ending January 31, 2005 ;

2. Based on my knowledge, the interim filings do not contain any untrue statement of a
material fact or omit to state a material fact required to be stated or that is necessary to
make a statement not misleading in light of the circumstances under which it was made,
with respect to the period covered by the interim filings ; and

3. Based on my knowledge, the interim financial statements together with the other financial

information included in the interim filings fairly present in all material respects the
financial condition, results of operations and cash flows of the issuer, as of the date and
for the periods presented in the interim filings.

February 18, 2005

(signed) Réal Raymond

Réal Raymond
President and Chief Executive Officer
National Bank of Canada
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FORM 52-109FT2 — CERTIFICATION OF INTERIM FILINGS
DURING TRANSITION PERIOD

I, MICHEL LABONTE, Senior Vice-President Finance, Technology and Corporate Affairs of
National Bank of Canada, certify that :

1. I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-
109 Certification of Disclosure in Issuers Annual and Interim Filings) of NATIONAL
BANK OF CANADA (the issuer) for the interim period ending January 31, 2005 ;

2. Based on my knowledge, the interim filings do not contain any untrue statement of a
material fact or omit to state a material fact required to be stated or that is necessary to
make a statement not misleading in light of the circumstances under which it was made,
with respect to the period covered by the interim filings ; and

3. Based on my knowledge, the interim financial statements together with the other financial
information included in the interim filings fairly present in all material respects the

financial condition, results of operations and cash flows of the issuer, as of the date and
for the periods presented in the interim filings.

February 18, 2005

(signed) Michel Labonté

Michel Labonté

Senior Vice-President Finance, Technology and Corporate Affairs
National Bank of Canada
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National Bank announces record net income of $239 million
for the first quarter of 2005, up 28% from $186 million

for the same period of 2004

o Quarterly earnings per share of $1.39, an increase of 35%

e Return on common shareholders’ equity of 23.6%

MONTREAL, February 24, 2005 - For the first quarter ended
January 31, 2005, National Bank reported record net income of
$239 million, compared to $186 miilion for the corresponding
quarter one year earlier. Earnings per share for the quarter
stood at $1.39, up 35% from $1.03 per share in the first
quarter of 2004.

Return on common shareholders' equity reached a new high
of 23.6% for the quarter, compared to 19.0% for the same peri-
od one year earlier.

This sterling performance was attributable to the contribution
of the Personal and Commercial and Wealth Management
segments and the high quality of the loan portfolio, which was
reflected in a major reduction in the allowance for credit losses,
particularly in the Financial Markets segment. The Bank also
realized a pre-tax gain of about $37 million when it disposed
of investments in financial institutions in South America, which
added 15 cents to earnings per share for the quarter.

Total revenues stood at $983 million for the guarter, as
against $911 million for the first quarter of 2004, for an increase
of nearly 8%. Excluding the gain realized on the disposal of invest-
ments, more than 50% of this increase was attributable to the
Personal and Commercial segment.

Operating expenses were $613 million for the quarter versus
$577 million for the corresponding quarter one year earlier.
Two-thirds of the increase derived from the Financial Markets
segment, primarily due to variable compensation. The efficiency
ratio improved from 62.7% for the first quarter of 2004 to 61.4%
this quarter.

For the quarter

ended January 31
2005 2004 %

Net income o

Personal and Commercial 114 105 +9
Wealth Management 27 23 +17
Financial Markets 78 73 +7

Other 20 (15)
Total T239 186 +28

Earnings per share $1.39 $1.03 435
Return on common

shareholders' equity 23.6%

The provision for credit losses amounted to $17 million
for the first quarter of 2005, down more than 60% compared
to the corresponding period of 2004.

The Personal and Commercial segment generated net income
of $114 million for the quarter, up 9% from $105 million for
the same period one year earlier. This growth resulted from an
increase in the volume of consumer loans and in credit card
and insurance revenues, and from the decrease in credit losses
for Commercial Banking.

National Bank of Canada
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In the first quarter of 2005, retail brokerage activities, mutual
funds distribution and private investment management products
continued to make gains, helping to push up net income in the
Wealth Management segment by 17% to $27 million from the
$23 miliion reported for the corresponding quarter of 2004,

The Financial Markets segment earned net income of $78
million for the quarter, as against $73 million for the first quarter
of 2004. This 7% increase was mainly due to the decrease in
credit losses.

Net income for the "Other" heading of segment results pro-
gressed from a $15 million net loss in the first quarter of 2004
to net income of $20 million for the first quarter of 2005, primarily
on the strength of the gain on the disposal of investments in
South America.

"The Bank's performance underscores its ability to achieve high
growth through a balanced portfolio of activities and the positive
contribution of its activities under development, which are suited
to our competencies and competitive strengths," commented
Reéal Raymond, President and Chief Executive Officer.

As at January 31, 2005, gross impaired loans amounted to
$304 million, down $84 million from October 31, 2004. This
decrease was mirrored across all business loan categories
The ratio of gross impaired loans to total risk-adjusted capital
and allowances stood at only 8.2%. Specific allowances and the
general aliowance for credit risk exceeded gross impaired loans
by $216 million as at January 31, 2005, compared to $190 million
as at October 31, 2004. At $350 million, the general allowance for
credit risk remained unchanged at the end of the first quarter.

Tier 1 and total capital ratios were 9.6% and 13.5%, respective-
ly, as at January 31, 2005 versus 9.6% and 13.0% as at October 31,
2004. During the quarter, the Bank issued $350 mittion of subordi-
nated debentures, which added 0.8% to the total capital ratio. As
at the end of quarter, the Bank had not made any purchases
under its normal course issuer bid commenced on January 13,
2005 to repurchase up to 8.4 million common shares.

“These strong results were supported by active risk and capital
management. National Bank's excellent performance is a tribute
to the quality of our strategies and teams,” Mr. Raymond added.

Results

1st Quarter

Obijectives 2005

Growth in earnings per share 5% - 10% 35%
Return on comman shareholders' equity 16% - 18% 23.6%
Tier 1 capital ratio More than 8.5% 9.6%
Dividend payout ratio 35% - 45% 340

For more information:

Denis Dubé
Director

Public Relations
(514) 394-8644

Michel Labonté

Senior Vice-President

Finance, Technology and Corporate Affairs
{514) 394-8610

Caution regarding forward-looking statements

From time to time, Nationol Bank of Conoda makes written and oral forward-
looking statements, included in this quarterly report, in other filings with Canadian
requlators or the US. Securities and Exchange Commission, in reports to share-
holders, in press releases and in other communications. All such statements ore
made pursuont to the “safe horbour” provisions of the United States Private
Securities Litigation Reform Act of 1995, These forward-looking statements
include, among others, statements with respect to the economy, market changes,
the achievement of strategic objectives, certoin risks as well gs statements
with respect to our beliefs, plans, expectations, onticipations, estimates

and intentions. These forward-looking statements ore typically identified by
the words "moy,” “could,” “should,” "would,” "suspect,” "outiook,” “believe,”
‘anticipate,” "estimate,” "expect,” * " “plan,” and words ond expressions
of similar import.

intend,

By their very nature, such forward-looking statements require us to make
ossumptions and involve inherent risks and uncertainties, both general and
specific. There fs significant risk that express or implied projections contained
in such statements will not materialize or will not be accurate. A number

of factors could cause actual future results, conditions, actions or events

to differ materially from the torgets, expectations, estimates or intentions
expressed in the forword-looking statements. Such differences may be coused
by factors, many of which are beyond the Bank's control, which include, but
are not limited to, changes in Conadian endfor global economic end financic!
conditions {particularly fluctuations in interest rates, currencies and other
financiol instruments), liquidity, market trends, regulatory developments

and competition in geographic areas where the Bank operotes, technological
changes, consolidation in the Canadian financiol services sector, the possible
impact on our businesses of international conflicts and other developments
including those relating to the war on terrorism and the Bank’s anticipation
of and success in managing the risks implied by the foregoing.

The Bank cautions that the foregoing list of important factors is not exhaustive.
Investors and others who base themselves on the Bank's forward-looking
stotements should carefully consider the above foctors os well as the uncer-
tointies they represent and the risk they entoil. The Bank therefore cautions
reoders not to place undue reliance on these forward-looking statements.

The Bank does not undertake to update ony forward-looking statements,
whether written or oral, that moy be made from time to time by or on beholf
of the Bonk.

National Bank of Canada
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Management's Discussion and Analysis of the Financial Condition and Operating Results

February 24, 2005 — The following text presents Management's
discussion and analysis of the Bank's financial condition and
operating results. This analysis was prepared in accordance

with the requirements set out in Regulation 51-102 respecting
Continuous Disclosure Obligations of the Canadion Securities
Administrators and is based on the unaudited interim consolidated
financial statements for the first quarter of 2005.

Critical Accounting Estimates

A summary of the significant accounting policies used by the
Bank is presented in Note 1 and Note 2 to the audited consoli-
dated financial statements as at October 31, 2004 on pages 90
to 97 of the 2004 Annual Report.

Page 56 of the 2004 Annual Report presents explanations
of certain accounting policies that are considered critical
because they are important to the presentation of the Bank's
financial condition and operating results, and require difficult,
subjective and complex judgements and estimates because
they relate to matters that are inherently uncertain. We invite
the reader to refer to the Annual Report for these explanations.

Changes in Accounting Policies

On November 1, 2004, the Bank adopted the following
accounting standards:

Variable interest entities

On November 1, 2004, the Bank adopted CICA Accounting
Guideline No.15 “Consolidation of Variable Interest Entities”
(AcG-15). This Guideline is harmonized with new FASB
interpretation No. 46 (FIN 46R) of the same name and provides
guidance on the application of the standards set out in CICA
Handbook Section 1530 "Subsidiaries” for certain entities defined
as variable interest entities {"VIEs"). VIEs are entities in which equity
investors do not have controlling financial interest or the equity
investment at risk is not sufficient to permit the entity to finance
its activities without additional subordinated financial support
provided by other parties. AcG-15 requires the consolidation

of a VIE by its primary beneficiary, i.e, the party that receives

the majority of the expected residual returns andfor absorts the
majority of the entity's expected losses. The application of the pro-
visions of AcG-15 on November 1, 2004 results in the consolida-
tion of certain mutual funds in which the Bank had a significant
investment and the consolidation of the VIE that leases the Bank's
head office building. The impact of this standard as at November 1,
2004 was an increase in "Premises and equipment” of $84 million,
“Securities” of $54 million, “Other assets” of $3 million, “Other
fiabilities” of $93 million, "Non-controlling interest” of $45 million
and "Retained earnings” of $3 million. Prior period consolidated
financial statements have not been restated for this change.

Investment companies

On November 1, 2004, the Bank adopted Accounting Guideline
No. 18 “Investment Companies” published in January 2004

by the Canadian Institute of Chartered Accountants. Under this
Guideline, investment companies are required to account for all
investments at fair value, including investments that would
otherwise be consolidated or accounted for using the equity
method. The Guideline sets out the criteria for determining
whether a company is an investment company and also provides
guidance on the circumstances in which the parent company of,
or equity method investor in, an investment company should
account for the investment company's investments at fair value.
The impact of this new Guideline on the consolidated financial
statements for the first quarter of 2005 is negligible.

Analysis of Results

Operating Results

National Bank reported net income of $239 million for the first
quarter ended January 31, 2005, compared to $186 million for the
corresponding guarter one year earlier. Earnings per share for the
quarter amounted to $1.39, as against $1.03 for the same period
of 2004, for an increase of 35%. Return on common shareholders
equity stood at 23.6% for the quarter, up from 1980 for the quar-
ter ended January 31, 2004,

Results by Segment

Personal and Commercial
Net income for the Personal and Commercial segment totalled
$114 million for the first quarter of 2005, up 9% from $105 mil-
lion in the corresponding quarter of 2004. Growth in the volume
of consumer loans and in credit card and insurance revenues,
combined with lower credit losses at Commercial Banking were
the main reason for the improvement in this segment’s results.
At $324 million, net interest income for the quarter was
$10 million or 3% higher than for the same period of 2004,
The increase in net interest income was due to $2.9 billion or 7%
growth in average assets, especially consumer loans, while the
spread was 14 basis points narrower than in the corresponding
quarter of 2004. Other income for the quarter totalled $179 mil-
lion, up $8 million or 5% from the first quarter of 2004. The main
sources of growth were credit card and insurance revenues.
Operating expenses for the first quarter of 2005 stood at $304
million, compared to $292 million for the same period of 2004,
an increase of 4%. The efficiency ratio remained relatively stable
at about 60%. The provision for credit losses was $27 million,
down $2 million or 7%, owing to Commercial Banking.
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Management's Discussion and Analysis of the Financial Condition and Operating Results (cont)

Wealth Management

Net income for Wealth Management in the first quarter of 2005
was $27 million compared to $23 million for the same period

in 2004, representing an increase of $4 million or 17%. Total
revenues amounted to $195 million for the quarter, up 5% from
the $186 million recorded in the corresponding quarter of 2004,
Most of the increase was derived from retail brokerage activities,
the distribution of mutual funds and private investment manage-
ment products. Operating expenses were $153 million for the first
quarter of 2005, up 3% from $149 million for the year-earlier
period. The efficiency ratio improved from 80.1% in the first quar-
ter of 2004 to 78.5% this quarter.

Financial Markets

Net income for the Financial Markets segment stood at $78
million as against $73 million for the same period in 2004,

an increase of 70%. At $2 million, the provision for credit losses
for the quarter was down significantly from the $24 million
that the Bank had recorded for this segment in the first quarter
of 2004, due to specific allowances for the steel industry.

Total revenues for the segment amounted to $275 million
for the quarter ended January 31, 2005 compared to $269 for
the year-earlier period. Gains on investment account securities
were up approximately $10 million, while trading revenues
declined by $6 million.

Trading Revenues Q1 a1
(millions of dollars) 2005 2004
Financial Markets
Interest rate 17 25
Equities 58 46
Commodities and foreign exchange 3 13
78 84
Other segments 4 2
Total 82 86
Breakdown by Income Statement line item
Net interest income 2 (70)
Other income 84 160
Taxable equivalent - (4)
82 86

Operating expenses were $155 million for the quarter com-
pared to $132 million for the first quarter of 2004. The increase
was essentially attributable to variable compensation.

Other

Net income for the "Other” heading of segment results totalled
$20 million in the first quarter of 2005 compared to a loss of
$15 million for the same period last year. Total revenues were
$10 million for the quarter as against a loss of $29 million for
the year-cartier period. The variance was chiefly attributable to
the gain on the disposal of investments in financial institutions
in South America.

Consolidated Resuits

Total Revenues

Total revenues for the first quarter of 2005 amounted to $983
million, for an increase of 8% compared to the $311 million
recorded in the corresponding guarter of 2004.

Net interest income totalled $349 million for the quarter, up
$75 million from the $274 million posted in the first quarter of
2004. Net interest income for the Financial Markets segment was
up $68 million, which must be analyzed in conjunction with the
trading revenues recorded in other income. Net interest income for
Personal and Commercial rose $10 million or 3% to $324 million
for the first quarter of 2005, primarily because of higher volumes
of cansumer loans, which were partially offset by a narrowing of
the spread.

Other income for the first quarter of 2005 was $634 million as
against $637 million for the corresponding period of fiscal 2004.

The portion of trading revenues recorded as other income fell
$76 million from the corresponding quarter of 2004. However,
if net interest income related to trading activities is included, total
trading revenues for the quarter were down only $4 million. Gains
on investment account securities advanced $84 million to $77
million in the first quarter of 2005 owing to gains from merchant
banking, a gain on the disposal of investments in South America
and the $31 million impairment charge recorded on corporate
investments in the first quarter of 2004.

Financial market fees, for their part, were $169 million for
the quarter, up $5 million over the corresponding period of 2004,
card service revenues rose $3 million to total $15 million, and trust
service and mutual fund fees rose $8 million to $65 million.

Lastly, at $58 million for the first quarter of 2005, lending
fees were down $22 miflion due to the $25 million that had been
recorded as income last year for the unamortized balance of
certain mortgage prepayment fees further to the application
of a new accounting standard that came into effect in the first
quarter of 2004.

Operating Expenses

Operating expenses for the quarter were $613 million compared
to $577 million for the corresponding period of 2004. Salaries

and staff benefits, at $367 million for the quarter, were $22 million
higher than the year-earlier period, mainly as a result of variable
compensation. The increase in salaries and staff benefits accounted
for close to two-thirds of the total increase in operating expenses.
The computers and equipment heading, which was $84 million

for the first quarter of 2005, increased by $11 million because of
investments in technology.

National Bank of Canada



Report to
Shareholders

it Quarter

2005
poge 5

Management's Discussion and Analysis of the Financial Condition and Operating Results (cont)

Cash Flows

Risk Management

Due to the nature of the Bank's business, most of its revenues
and expenses are cash items. Moreover, significant cash flow
movement can be observed, especially in trading activities, which
impacts several assets and liabilities such as trading account
securities, securities sold short or securities sold under repurchase
agreements.

For the first quarter of 2005, cash and cash equivalents rose
$1.3 billion compared to an increase of $1.2 billion for the first
quarter of 2004. As at January 31, 2005, cash and cash equiva-
lents totalled $7.0 billion versus $8.3 billion one year earlier.

Operating activities required cash of $03 billion chiefly because
of trades in settlement. For the corresponding quarter of 2004,
the reduction in trading account securities represented $1.5 bil-
lion of the $1.9 billion in cash flows from operating activities.

Financing activities generated cash of $4.1 billion, of which
$3.2 billion was attributable to higher deposits, particularly pur-
chased funds, whereas in the first quarter of 2004, the $2 billion
variation in securities sold under repurchase agreements account-
ed for the cash outflows from financing activities.

Lastly, investing activities in the first quarter of 2005 required
$1.9 billion in cash owing to the $1.3 billion increase in loans and
a higher volume of securities purchased under reverse repurchase
agreements. For the corresponding period of 2004, investing
activities generated $1.3 billion primarily because of purchases
and sales of investment account securities.

Credit Risk
The Bank recorded a provision for credit losses of $17 million
for the quarter compared to $44 million for the corresponding
quarter of 2004. Of the $27 million decline, $22 million can be
attributed to the reduction in the provision at Corporate Banking.
As at January 31, 2005, the allowance for credit losses exceeded
impaired loans by $216 million compared to $190 million as at
October 31, 2004. The $26 million improvement is attributable to
all segments offering business loans.
The ratio of gross private impaired loans to total risk-weighted
assets and allowances was excellent at 8.2% as at January 31, 2005
versus 10.9% as at October 31, 2004.

Market Risk - Trading Activities

The Value-at-Risk {VaR) simulation model is one of the main tools
used to manage market risk in trading activities. The VaR measure
is based on a 99% confidence leve!, which is an estimate of the
maximum potential trading loss in 99 out of 100 days, which
means that actual losses will probably exceed VaR on only one
day out of 100. The computerized VaR calculation model is based
on two years of historical data. Market risk management is
discussed in more detail on page 63 of the 2004 Annual Report.

The table below entitled "Trading Activities” illustrates the allo-
cation of market risk by type of risk: interest rate, foreign
exchange, equity price and commodity.

Trading Activities
(millions of dollars)

Global VaR by risk category

For the quarter ended January 31, 2005

For the quarter ended October 31, 2004

Period end High Average Low Period end High Average Low
Interest rate (3.6) (6.5) (4.0 20 (3.7) (49) 37 (27)
Foreign exchange 09) (3.3) (1.3) (05) (0.9) (29 (17) 0.7)
Equity 47) (6.2) (4.4) 27) (3.6) (54) (3.8) (30)
Commodity 07) (1.0) ©7) (0.5) 1.0) .0 (08) (0.6)
Correlation effect @ 4.2 99 4.7 13 36 6.6 42 24
Global VaR (5.7) (7.0 (5.7 (4.9) (5.8) (7.6) (5.8) (4.6)

i Amounts are presented on a pre-tax basis and represent one-day VaR.
@ The correlation effect is the result of the diversification of types of risk.
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Management's Discussion and Analysis of the Financial Condition and Operating Results (cont.

Balance Sheet

As at January 31, 2005, the Bank's assets stood at $91.7 billion
compared to $88.7 billion at the end of fiscal 2004. Loans and
acceptances were up $0.8 billion, while cash resources, securities
and securities purchased under reverse repurchase agreements
rose $2 billion. The following table presents the main portfolios.

Average monthly volumes January  October  January
{millions of dollars} 2005 2004 2004
Loans and acceptances*

Residential mortgages 19,846 19,554 18,308
Consumer loans 6,629 6,491 5357
Credit card receivables 1,652 1,589 1,539
Business loans 17,062 17,276 17,901
45,189 44910 43,105
Deposits
Personal (balance) 24,089 23675 23,853
Off-balance sheet personal savings (bafance) 59,526 57207 49383
Business 10,485 10,668 10,359

" including securitized assets

Residential mortgages as at January 31, 2005 were up $300
million from October 31, 2004 to $19.8 billion. Residential
mortgages rose $1.5 billion or 8% versus January 31, 2004.
At $6.6 billion, the volume of consumer loans has increased
nearly 29% since the beginning of the fiscal year. Consumer
loans were up $1.3 billion or 24% from January 31, 2004,
with close to half of this strong growth attributable to volumes
from partnerships. Credit card receivables have increased 4%
since November 1, 2004 to $1.7 billion as at January 31, 2005,
Business loans and acceptances were $17.1 billion at the end
of the first quarter as compared t0.$17.3 billion at the end of
fiscal 2004. Corporate loans accounted for the slight decline.

Personal deposits stood at $24.1 billion as at January 31,
2005 compared to $23.7 bilfion as at October 31, 2004. Off-
balance sheet personal savings administered by the Bank
as at January 31, 2005 totalled $59.5 billion, up $2.3 billion
or 49% since the end of the previous fiscal year. The increase
was attributable to savings administered by the brokerage sub-
sidiaries.

Capital

Tier 1 and total capital ratios, according to the rules of the
Bank for International Settlements, were 9.6% and 13.5%,
respectively, as at January 31, 2005, compared to 9.6% and
13.0% as at October 31, 2004. During the quarter, the Bank
issued $350 million of subordinated debentures, which added
0.8% to the total capital ratio. At the end of the quarter, the
Bank had not made any purchases of common shares under
its normal course issuer bid commenced on January 13, 2005
to repurchase up to 8.4 million common shares.

Dividends

At its meeting on February 24, 2005, the Board of Directors
declared regular dividends on the various classes and series of
preferred shares as well as a dividend of 42 cents per common
share payable on May 1, 2005 to shareholders of record on
March 24, 2005.
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Quarter ended January 31
%
{unaudited) 2005 2004 Change
Operating results
(millions of dollars)
Total revenues $983 $9n 8
Net income 239 186 28
Return on common shareholders' equity 23.6 % 19.0 %
Per common share .
Net earnings - basic © o $1.39 $1.03 35
Dividends paid T 0.42 0.33 27
Book value xR 1 2181 10
Stock trading range ’
High 49.75 45.00
Low 46.39 40.17
Close 49.19 43.85
Financial position January 31 October 31
{millicns of dallars) 2005 2004
Total assets $91,703 $88,721 3
Loans and acceptances 45,019 44574 1
Deposits . 56,660 53,432 6
Subordinated debentures and shareholders’ equity - 6,167 5612 10
Capital ratios - BIS
Tier 1 9.6 G 96 %
Total 13.5 % 13.0 %
Impaired loans, net of specific and general allowances (216) {190)
as a % of loans and acceptances {0.5)% {0.4)%
Assets under administration/management 191,822 180,598
Total personal savings 83,615 80,882
Interest coverage : 11.17 12.61
Asset coverage . 3.08 342
Other information oo
Number of employees < 16,610 16,555 -
Number of branches in Canada 462 462 -
Number of banking machines 768 770 -
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Consolidated Statement of Income

Quarter ended

(unaudited) January 31 October 31 January 31
{millions of dofars except per share amounts) 2005 2004 2004

Interest income and dividends

Loans 509 476 485
Securities 179 155 138
Deposits with financial institutions 28 24 33
716 655 656
Interest expense .
Deposits 260 194 247
Subordinated debentures 26 24 25
Other 81 57 10
367 275 382
Net interest income 349 380 274
Other income
Financial market fees 169 139 164
Deposit and payment service charges 49 50 49
Trading revenues 84 {(13) 160
Gains on investment account securities, net 77 51 (7)
Card service revenues 15 12 12
Lending fees 58 65 80
Acceptances, letters of credit and guarantee 16 16 16
Securitization revenues 48 41 51
Foreign exchange revenues 18 17 19
Trust services and mutual funds 65 63 57
Other 35 71 36
634 512 637
Total revenues 983 892 an
Provision for credit losses (recovery) 17 (8) 44
966 900 867
Operating expenses
Salaries and staff benefits 367 - 342 345
Occupancy 45 60 46
Computers and equipment 84 96 73
Communications 19 19 19
Professional fees 25 20 24
Other 73 86 70
613 623 577
Income before income taxes and non-controlling interest 353 277 290
Income taxes 107 77 97
246 200 193
Non-controlling interest 7 8 7
Net income 239 192 186
Dividends on preferred shares 6 5 6
Net income available to common shareholders 233 187 180
Number of common shares outstanding (thousands)
Average - basic . 167,693 167,671 174,669
Average - diluted 170,164 169,936 177,008
End of period 168,049 167,430 173,569
Net earnings per common share
Basic 1.39 1 1.03
Diluted 1.37 1.09 1.02
Dividends per common share 0.42 0.38 0.33
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Consolidated Balance Sheet

{unaudited)
{millions of dollars)

ASSETS

Cash resources
Cash
Deposits with financial institutions

Securities
Investment account
Trading account
Loan substitutes

Securities purchased under reverse repurchase agreements

Loans

Residential mortgage
Personal and credit card
Business and government
Allowance for credit losses

Other

Customers' liability under acceptances
Premises and equipment

Goodwill

Intangible assets

Other assets

LIABILITIES AND SHAREHOLDERS' EQUITY

Deposits

Personal

Business and government
Deposit-taking institutions

Other

Acceptances

Obligations related to securities sold short
Securities sold under repurchase agreements
Other liabilities

Subordinated debentures
Non-controlling interest

Shareholders’ equity

Preferred shares

Common shares

Contributed surplus

Unrealized foreign currency transiation adjustments
Retained earnings

“January 31 October 31 January 31
2005 2004 2004
213 481 193
6.823 5296 8,091
7,036 5777 8,284
7439 7,428 5770

. 20,278 20,561 17,701
: 3 18 20
27,720 28,007 23,491
5,566 4,496 4,411
15452 15,500 14,014
8,209 7,825 6,260
19,153 18,751 18,181
(520) (578) (643)
42,294 41,498 37812
2,725 3,076 3,160
346 267 264
662 662 662
180 180 182
5174 4,758 4,890
9,087 8,943 9,158
91,703 88,721 83,156
24,089 23,675 23,853
25,520 24,289 21,837
7,051 5,458 6,093
56,660 53432 51,583
2,725 3,076 3,160
11,671 10,204 8,644
7,269 8,182 6,643
6,789 7,845 7,093
28,454 29,307 25,540
1,764 1,408 1473
422 370 400
375 375 375
1,563 1,545 1,583
8 7 3

4 {(10) 1
2,453 2,287 2,198
4,403 4,204 4,160
91,703 88,721 83,156
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Consolidated Statement of Cash Flows
{unaudited) Quarter ended January 3t

{millions of dollars) 2005 2004

Cash flows from operating activities

Net income 239 186
Adjustments for:
Provision for credit losses 17 44
Amortization of premises and equipment . 15 12
Future income taxes (30 (3)
Translation adjustment on foreign currency subordinated debentures 6 2
Losses (gains) on sale of investment account securities, net (77) 7
Gains on asset securitization ) (25) (17)
Stock option expense 1 1
Change in interest payable 16 22
Change in interest and dividends receivabie - 193
Change in income taxes payable 46 (119)
Change in unrealized losses (gains) and net amounts payable
on derivative contracts 120 (60)
Change in trading account securities 283 1,450
Excess of pension plan contributions over expenses - (15)
Change in other items (1,535) . 150
{924) 1,853
Cash flows from financing activities
Change in deposits 3,228 120
Issuance of subordinated debentures 350 -
Maturity of subordinated debentures - (45)
Issuance of common shares 18 14
Repurchase of common shares for cancellation - (69)
Dividends paid on common shares (64) (58)
Dividends paid on preferred shares (6) (6)
Change in obligations related to securities sold short 1,467 187
Change in securities sold under repurchase agreements {(913) (2,031)
Change in other items 14 (5]
4,094 (1,893
Cash flows from investing activities
Change in loans (1,307} 55
Proceeds from securitization of assets 494 470
Purchases of investment account securities (5,354) (2,595)
Sales of investment account securities 5420 3816
Change in securities purchased under reverse repurchase agreements (1,070} (456)
Net acguisition of premises and equipment (94) - (13)
(1,911) 1277
Increase in cash and cash equivalents 1,259 1,237
Cash and cash equivalents at beginning 5777 7,047
Cash and cash equivalents at end 7.036 8,284
Cash and cash equivalents
Cash 213 193
Deposits with financial institutions 6,823 8,091
7,036 8,284
Supplementary information ' :
Interest and dividends paid 421 424
Income taxes paid 91 217
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Consolidated Statement of Changes in Shareholders' Equity

{unaudited) Quarter ended January 31
{millions of dollars) 2005 2004
Preferred shares 375 375
Common shares at beginning 1.545 1,583
Issuance of common shares 18 14
Repurchase of common shares for cancellation (Note 6) - (14)
Common shares at end 1,563 1,583
Contributed surplus at beginning 7 2
Stock option expense 1 1
Contributed surplus at end 8 3
Unrealized foreign currency translation adjustments at beginning (10) 6
Gains (losses) on foreign exchange operations with a functional currency

other than the Canadian doliar, net of income taxes 14 (5)
Unrealized foreign currency translation adjustments at end 4 1
Retained earnings at beginning 2,287 2,131
Net income 239 186
Initial adoption of AcG-15 (Note 2) 3 -
Dividends

Preferred shares (6} (8)

Common shares {70) (58)
Premium paid on common shares repurchased for cancellation (Note 6} - {55)
Retained earnings at end 2,453 2,198
Shareholders’ equity 4,403 4,160

poge 11

Notes to the Consolidated Financial Statements

(unaudited) (millions of dollars)

These unaudited interim consolidated financial
statements should be read in conjunction with
the audited consolidated financial statements

for the year ended October 31, 2004. Certain com-
parative figures have been reclassified to comply
with the presentation adopted in fiscal 2005.

1. Significant Accounting Policies

These unaudited interim consolidated financial
statements of the Bank have been prepared in
accordance with Canadian generally accepted
accounting principles ("GAAP) and the accounting
policies described in the Bank's most recent Annual
Report for the year ended October 31, 2004, except
for the new standards described in Note 2.

2. Recent Accounting Standards Adopted

Variable interest entities
On November 1, 2004, the Bank adopted
Accounting Guideline No. 15 “Consolidation of
Variable Interest Entities” (AcG-15). This Guideline
is harmonized with new FASB Interpretation No. 46
(FIN 48R) “Consolidation of Variable interest

Entities” and provides guidance on the application
of the standards set out in CICA Handbook Section
1590 "Subsidiaries” for certain entities defined as
variable interest entities ("VIEs"). VIEs are entities

in which equity investors do not have controlling
financial interest or the equity investment at risk

is not sufficient to permit the entity to finance its
activities without additional subordinated financial
support provided by other parties. AcG-15 requires
the consolidation of a VIE by its primary beneficiary,
i, the party that receives the majority of the expected
residual retumns andfor absorbs the majority of the
entity’s expected losses. The application of the pro-
visions of AcG-15 on November 1, 2004 results in
the consolidation of certain mutual funds in which
the Bank has a significant investment and the con-
solidation of the VIE that leases the Bank's head
office building. The impact of this standard as at
November 1, 2004 was an increase in "Premises
and equipment” of $84 million, “Securities" of

$54 million, “Other assets” of $3 million, "Other
liabilities" of $93 million, “Non-controlling interest”

of $45 million, and "Retained eamnings” of $3 million.

Prior period consolidated financial statements have not
been restated for this change.

Investment companies
In January 2004, the CICA issued Accounting
Guideline No. 18 “Investment Companies.” Under
this Guideline, investment companies are required
to account for all their investments at fair value,
including investments that would otherwise be con-
solidated or accounted for using the equity method.
The Guideline sets out the criteria for determining
whether a company is an investment company and
also provides guidance on the circumstances in
which the parent company of, or equity method
investor in, an investment company should account
for the investment company's investments at fair
value.

The provisions of the Guideline have applied to
the Bank since November 1, 2004. They have been
applied prospectively.

The impact of the adoption of this new Guideline
on the consolidated financial statements for the first
quarter of 2005 is negligible.
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Notes to the Consolidated Financial Statements
(unaudited) (millions of dollars)

3. Loans and Impaired Loans 6. Capital Stock
Impaired [0ans Issued and fully paid as at January 31, 2005
Gross Specific First preferred shares
amount Gross  allowances Net 7,000,000 shares, Series 13 175
8,000,000 shares, Series 15 200
January 31, 2005 375
Residential mortgage 15,452 3 1 2 168,049,508 common shares lggg
Personal and credit card 8,209 33 18 15 - - -
" N/A
Business and government 19,153 268 151 17 7,088,099 stock options outstanding [
42814 304 170 134
General allowance 0! (350) Repurchase of common shares
Impaired loans, net of specific and general allowances 276)  OnJanuary 13, 2005, the Bank commenced a normal
course issuer bid for the repurchase of up to 8,400,000
common shares over a 12-month period ending no
October 31, 2004 fater than January 12, 2006. Repurchases will be made
Residential mortgage 15,500 4 2 2 on the open market at market prices through the facili-
LR T B T ootk il
Business and government 18,571 352 209 143 ! €rag A :
will be charged to retained earnings.
42,076 388 228 160
General allowance® (350)  Ag at January 31, 2005, the Bank had not repurchased
impaired loans, net of specific and general allowances (190)

any common shares under this program.

- _ o ) 7. Securitization
(1) The general allowance for credit risk was created taking into account the Bank's credit in its entirety,

CMHC-guaranteed mortgage loans
During the first quarter of 2005, the Bank securitized
$494 million of guaranteed residential mortgage loans
through the creation of mortgage-backed securities.
The Bank received net cash proceeds of $492 million
4. Allowance for Credit Losses and retained the rights to the excess spread of $24 mil-
lion generated on the mortgage loans The Bank also
recorded a servicing liability of $3 million. A pre-tax
gain of $19 million, net of transaction fees, was recog-
nized in the Consolidated Statement of Income under

The changes made to allowances during the first quarter are as follows:

Allocated Unallocated “Securitization revenues”
Specific general general “January 31 - January 31
allowances allowance allowance -, 2005 2004 8. Subordinated Debentures

Allowances at beginning 228 272 78 578 630 On December 20, 2004, the Bank issued $350 million
Provision for credit losses 17 - - 17 44 of subordinated debentures under its Canadian Medium
Write-offs (86) - - L (s8] (44)  Term Note Program. The issue, Series 3 Medium Term
Recoveries 1 - - L 13 Notes, is due December 2019, Interest on this issue is
Allowances at end 170 272 78 . 520 643 payable semi-annually at a fixed rate of 4926% untit

December 22, 2014, and at a floating rate equal to the
rate on three month bankers' acceptances plus 1.00%
(paid quarterly) thereafter to maturity.

5. Pension and Other Employee Future Benefits

Quarter ended
January 31, ) October 31 January 31
2005 +i 2004 2004
Pension benefit expense - 1275 5 1
Other employee future benefit expense - 2 2
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Notes to the Consolidated Financial Statements
(unaudited) (millions of doYlars)
9. Segment Disclosures
Quarter ended January 31
Personal and Wealth Financial
Commercial Management Markets Other Total
2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
Net interest income 324 314 23 22 62 (6) (60) (58) 349 274
Other income 1 179 171 172 164 213 275 70 27 634 637
Total revenues 503 485 195 186 275 269 10 {29) 983 a1
Operating expenses 304 292 153 149 155 132 1 4 613 577
Contribution 199 193 42 37 120 137 9 (33) 370 334
Provision for credit losses 27 29 - - 2 24 {12) (9) 17 44
Income before income taxes and
non-controlling interest 172 164 42 37 118 13 21 (24) 353 290
Income taxes ! 58 59 14 13 40 40 (5) (15) 107 97
Non-controlling interest - - 1 1 - - 6 6 7 7
Net income 114 105 27 23 78 73 20 (15) 239 186
Average assets 42,382 39,443 855 802 44,302 42,678 (5,404) (5446) 82,135 77,477
Personal and Commercial Wealth Management Financial Markets Other
The Personal and Commercial segment The Wealth Management segment The Financial Markets segment encompasses  The Other heading comprises securitization
comprises the branch network, intermediary  comprises full-service retail brokerage, corporate financing and lending, treasury operations, gains on the sale of operations,
services, credit cards, insurance, commercial  discount brokerage, mutual funds, trust operations, including asset and liability certain non-recurring items and the
banking services and real estate. services and portfolio management. management for the Bank, and corporate unailocated portion of centratized
brokerage. services.
{1) Taxable equivalent equivalent basis. Taxable equivalent basis is a calculation in 2004) and other income by $1 million {decreased by $2
The accounting policies are the same as those described in method that consists in grossing up certain tax-exempt million in 2004). An equal amount was added to income
the note on accounting policies {Note 1), with the exception income by the amount of income tax that otherwise would taxes. The impact of these adjustments is reversed under the
of the net interest income, other income and income taxes have been payable. For all of the operating segments, net "Other” heading.
of the operating segments, which are presented on a taxable interest income was grossed up by $16 million {$13 million
Additional Financial Information
{unaudited}
{millions of dollars, except per share amounts)
2005 2004 2003 2004 2003
Q1 Q4 Q3 Q2 Q1 Q4 Q3 Q2 Total Total
Total revenues $983 $893 $857 $884 $911 $903 $851 $773 $3,545  $3,363
Net income 239 . 192 167 180 186 158 162 138 725 624
Earnings per share :
Basic 139 - 1.1 0.95 1.00 1.03 0.87 0.89 0.73 410 3.37
Diluted 137 1.09 0.94 1.00 1.02 0.86 0.88 0.72 405 334
Dividends per cammon share ) '0.42 : 0.38 0.38 033 0.33 0.28 0.28 0.26 1.42 1.08
Return on common o
shareholders’ equity . 23.6% 19.7% 17.2% 19.0% 19.0% 16.4% 16.4% 17.3% 188%  16.5%
Total assets 5:$91,703 $88,721  $85481 $86,466 $83,156 $84,626 $80,474 $77.852
Impaired loans
Net private $134 $160 $199 $219 $232 $248 $230 $225
Designated countries
Gross outstanding ~ - - 10 10 22 23 23
Allowances . - - - 9 8 19 20 22
Net total 134 160 199 220 234 251 233 226
Per common share ;
Book value 7 $23.97 : $2287 $22.30 $21.94 $21.81 $21.32 $20.77 $20.28
Stock trading range L :
High 49.75 48.78 45.50 47.93 45.00 4119 37.41 3515
Low - 4639 42.31 42,72 43.27 4017 3450 34.55 31.26
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Economic Commentary

Central Banks Less Accommodating in 2005

In the U.S,, financial conditions remained accommodating in spite

of measured hikes in the Federal Reserve's target rate. The Fed may
be prompted to step up the pace in 2005. The Bank of Canada will
be more restrained than its U.S. counterpart. Generally, the effect

of the liquidity withdrawals by the central banks in 2005 will be fully
felt by the global economy in 2006.

According to our estimates, the global economy grew by 4.9% in 2004,
its best performance since 1976, reflecting the highly expansionary
maonetary policies introduced since 2002. For 2005, we anticipate
growth of 4.29%, which is still above the long-term average of 3.5%.

Beyond the monthly fluctuations, the job recovery helped to place
economic expansion in the U.S. on a more solid footing. Last June,
the Federal Reserve decided it was time to gradually tighten monetary
conditions, It accordingly announced a 25 basis point increase in its
target rate at each meeting of its policy-setting committee (FOMC).

Despite these actions, financial conditions have remained highly
accommodating. In real terms, long-term bond rates declined slightly,
while the stock markets made strides and the greenback shrank in
value. In early 2005, it surfaced that some members of the FOMC,
noting the above facts, expressed fears that still abundant liquidity
could lead to excessive speculation.

The Federal Reserve could therefore decide that a measured pace is
no longer appropriate. It will then take steps aimed at producing more
pronounced impacts on the markets. Accordingly, we expect the Fed's
leading rate to rise by at least 200 basis points over the course of 2005.

In Canada, a large inventory build-up during the third quarter of
2004 should result in a temporary fali-off in production. But this slow-
down, which is technical in nature, does not mean that the strength
of the domestic economy is fading.

in 2004, the Canadian job market as a whole performed fairly well,
in spite of the fact that employment in the manufacturing sector was
stagnant. Not only were 1.8% more jobs created, but full-time jobs
replaced part-time ones. Residential construction continued to expand
in 2004, especially in Quebec and British Columbia.

In 2005, housing investments should level off. Moreover, as businesses
attempt to adjust to a Canadian dollar that began to exhibit renewed
upward momentum near the end of 2004, job growth should slacken,
dragging consumption in its wake. We nonetheless expect domestic
demand to grow by more than 3% in 2005 due to the accelerated pace
of business investment in machinery and equipment.

So as not to compromise the economy's adjustment to the flight
of the dollar, the Bank of Canada will probably be more restrained in its
approach to monetary policy than the Federal Reserve. We anticipate a
125 basis point increase in the target overnight financing rate in 2005.

We nonetheless expect the Canadian economy to grow by 3.2%
in 2005, as the external sector should benefit from strong U.S. economic
growth, which, after a 4.4% jump in 2004, is expected to be 4%.

In addition, with interest rate hikes expected to be higher in the US.
than in Canada, Canadian businesses can be fairly certain that they will
not have to live through another sustained rise in the loonie in 2005.

Because Canada's manufacturing sector is concentrated in Quebec
and Ontario, economic growth in these provinces will likely be below
the Canadian average in 2005, at 2.7% and 3.0%, respectively. Quebec
accounts for a significant proportion of the jobs in Canada's manufac-
turing sector, which is especially vulnerable to the strengthening
Canadian dollar and competition from producers based in countries
where labour is far fess expensive.

With the liquidity withdrawals by the central banks in 2005, world
economic growth should slow to 3.3% in 2006. The Canadian and U.S.
economies will be no exception, achieving growth of 2.5% and 2.4%,
respectively.

For a mare detoiled analysis and up-to-date information on the stote of the global and
local economy, we invite you to consult the following Natfonal Bank economic publications:

Economic and Financial Outlook: A complete survey of the economic outiook

in North America and abroad, the provincial economies, and financial markets

and sectors. Published twice a year.

Monthly Economic Monitor: An overview of recent economic developments in Canada,
the United States and around the world, with an update of our economic forecast.

Economic Weekly: A weekly analysis of current economic issues along with the
latest figures for selected indicators of foreign, North American and provincial
economies, and commodity prices.

These publications are available on the Bank's website at www.nbe.ca under Economic
Analysis in the menu on the right-hand side of the screen.

National Bank of Canada




Bank News

2004 Social Responsibility Report: National Bank's Social Responsibility
Report will be available at the beginning of March 2005 in all its branches,
on its website at www.nbe.ca or by calling TelNat at 1-888-4-TELNAT or

(514) 394-5555. This document covers the various aspects of the Bank's social
commitment and provides specific information on its corporate donations,
philanthropic activities, support to SMEs and contribution to the economy

as well as the volunteer activities of its employees.

2004 Annual Report: National Bank's Annual Report has been available in print
far a few weeks and can be obtained by calling TelNat at 1-888-4-TELNAT
or (514) 394-5555. It is also available online at www.nbc.cafinvestorrelations.

Réal Raymond invited to present at RBC Capital Markets Canadian
Bank CEQ Conference: Réal Raymond, President and Chief Executive Officer,
gave a presentation at the RBC Capital Markets Canadian Bank CEQ Conference
held in Toronto on January 19. Mr. Raymond spoke about the Bank pursuing
growth through its current strategy.

Korn/Ferry Award for excellence in corporate governance: On February 2,
2005, National Bank was presented the 2004 Korn/Ferry-Revue Commerce
Award for corporate governance excelience in the Large Company category.
This is the second year in a row that the Bank has been a finalist, This honour
recognizes the Bank's resclve to give corporate governance a strategic dimension
and go a step beyond merely creating a set of procedures by making corporate
governance a vital part of its business culture.

FirsuQuarter . |

Multi-managed GIC, a new investment solution: National Bank recently
launched the Multi-managed GIC, the latest addition te its family of guaran-
teed investment certificates. In addition to fully protecting the invested
principal, the Multi-managed GIC assures investors of a minimum 5% yield at
maturity, regardless of market conditions. Moreover, with the Multi-managed
GIC, the Bank is introducing a formula for sharing risk and return with the
investor, a first in the banking industry. This one-of-a-kind solution is ideal
for investors who want a secure investment that provides a higher potential
return than a conventional fixed-rate GIC.
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Three National Bank officers among Canada’s most powerful women:
Patricia Curadeau-Grou, Giséle Desrochers and Alice Keung have been named
among Canoda’s Most Powerful Women: Top 100 by the Toronto-based
Women's Executive Network (WXN). Al three were recognized in the Corporate
Executives category, which spotlights women who hold the most senior
positions in Canada's largest publicly traded and privately owned companies.
Ms. Curadeau-Grou, Ms. Desrochers and Ms. Keung have all built outstanding
reputations as dedicated leaders who have made a significant contribution

to the performance of the Bank.

Over $1.6 million donated to United Way/Centraide by National Bank
and its employees: The results of the 2004 United Way/Centraide fundraising
campaign are in and the Bank, its subsidiaries and employees are proud

to have contributed a record $1.6 million - 10% more than last year - to this
waorthy cause.

National Bank among the 50 Best Employers in Canada: The Bank is proud
to have placed 40th in the prestigious list of the "50 Best Employers in Canada.”
This list, drawn up each year by Hewitt and Associates, is based on the opinions
of employees, officers and human resource professionals at participating
organizations.

NBDB rated tops for service: National Bank Discount Brokerage (NBD8)
has once again taken top honours for the quality of its service, according
to the results of the latest survey of Canada's main discount brokerages by
the Dalbar research firm. The Dalbar ranking is based on specific criteria
which measure the quality of service provided by phone and e-mail.

Launch of new Global Blue Chip Note to kick off RRSP season: On
January 18, National Bank faunched the Global Blue Chip Note, a turnkey
investment solution that features fully guaranteed principal and an unlimited
potential return at maturity by letting investors capitalize on the performance
of 30 of the best companies in the world. Investors who opt for the Global
Blue Chip Note also benefit from optimum geographic and sector diversifica-
tion, which reduces volatility and offers potentially higher returns than fixed-
rate products.

National Bank and Canada Life sign a distribution agreement: In November,
the Bank and The Canada Life Assurance Company finalized an agreement

to distribute banking products and services through Canada Life's distribution
channels. Under this long-term agreement, Canada Life will be able to offer
RRSP loans, investment loans, leverage oans and All-In-One accounts under
the National Bank banner to its clients across Canada.

National Bank announces it will buy back up to 5% of its common
shares: On January 10, the Bank announced its intention to make a normal
course issuer bid to buy back up to 5%, or 8,400,000, of its common shares
outstanding. The notice of intention filed with the Toranto Stock Exchange
has been approved. The normal course issuer bid represents a proper use of
the Bank's surplus funds and is intended to enhance shareholder value.

National Bank joins CLS for foreign exchange transactions: The Bank
recently joined Continuous Linked Settlement {CLS), an international organi-
zation that acts as a clearing agent for the settlement of foreign exchange
transactions. CLS allows financial institutions that carry out foreign exchange
transactions to minimize the risk of non-payment of these transactions.

The benefits of the CLS process are shared by all participants, whether directly
or indirectly involved in CLS. In joining CLS, National Bank is following in the
footsteps of leading financial institutions the world over.

National Bank of Canada
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600 de La Gauchetiére West
Montreal, Quebec, Canada
H3B 412

www.nbc.ca

National Bank of Canada
Information for Shareholders and Investors

Investor Relations

Financial analysts and investors who want to obtain financial information
on the Bank are asked to contact the Investor Relations Department.

600 de La Gaucheti¢re West, 7th Floor

Montreal, Quebec H3B 412

Telephone: (514) 394-0296

Fax: (514) 394-6196

E-mail: investorrelations@nbc.ca

Website: www.nbc.cafinvestorrelations

Public Relations

600 de La Gauchetiére West, 10th Floor
Montreal, Quebec H3B 412

Telephone: (514) 394-8644

Fax: (514) 394-6258

Internet website: www.nbe.ca
General inguiries: telnat@nbce.ca

Quarterly report publication dates for fiscal 2004-2005
Second quarter May 26, 2005

Third quarter August 25, 2005

Fourth quarter December 8, 2005

DISCLOSURE OF 1st QUARTER 2005 RESULTS

Conference call:

* A conference call for analysts and institutional investors will be held on
February 24, 2005 at 1:00 p.m, ET.

*  Access by telephone in listen only mode: 1-877-211-7911
or (416) 405-9310

* Arecording of the conference call can be heard to until March 3, 2005
by calling 1-800-408-3053 or (416) 695-5800. The access code is 3139876.

Webcast:
* The conference call will be webcast live at www.nbe.cafinvestorrelations
* Avrecording of the webcast will also be available on the Internet after the call.

Financial Documents

© The quarterly financial statements are available at all times on National Bank's
website at www.nbc.cafinvestorrelations.

o The Report to Shareholders, supplementary financial information and a slide
presentation will be available on the Investor Relations page of National
Bank's website shortly before the start of the conference call.

Transfer Agent and Registrar

For information about stock transfers, address changes, dividends, lost stock
certificates, tax forms and estate transfers, shareholders are requested to contact
the transfer agent, National Bank Trust Inc,, at the address and telephone
numbers below.

National Bank Trust Inc.
Share Ownership Management
1100 University, Sth Floor
Montreal, Quebec H3B 2G7
Telephone: (514) 871-7171
1-800-341-1419

Fax: (514) 871-7442

Email: clientele@tbn.bne.ca

Direct Deposit Service for Dividends

Shareholders may have their dividend payments deposited directly via electronic
funds transfer to an account at any financial institution that is a member of
the Canadian Payments Association. To do so, simply contact the transfer agent,
National Bank Trust Inc,, in writing.

Dividend Reinvestment Plan

National Bank offers holders of its common or preferred shares a Dividend
Reinvestment and Share Purchase Plan through which they can invest in shares
without paying any commissions or administration fees. Participants may reinvest
all cash dividends paid on their shares held or make optional cash payments of
at least $500 per payment, to @ maximum of $5,000 per quarter, to purchase
shares. For more information, please contact the Registrar, National Bank Trust Inc,,
at 1-800-341-1419 or (514} 871-7171.

www.nbce.cafinvestorrelations

National Bank of Canado is committed to protecting the environment.
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February 24, 2005 - The following text presents Management’s discussion and é‘hdalysis of .
the Bank’s financial condition and operating results. This analysis was prepar;edifn-' B
accordance with the requirements set out in Regulation 51-102 respecting Contihudus
Disclosure Obligations of the Canadian Securities Administrators and is based on the
unaudited interim consolidated financial statements for the first quarter of 2005.

Critical Accounting Estimates

A summary of the significant accounting policies used by the Bank is presented in Note 1 and
Note 2 to the audited consolidated financial statements as at October 31, 2004 on pages 90
to 97 of the 2004 Annual Report.

Page 56 of the 2004 Annual Report presents explanations of certain accounting policies that
are considered critical because they are important to the presentation of the Bank’s financial
condition and operating results, and require difficult, subjective and complex judgements
and estimates because they relate to matters that are inherently uncertain. We invite the
reader to refer to the Annual Report for these explanations.

Changes in Accounting Policies

On November 1, 2004, the Bank adopted the following accounting standards:

Variable interest entities

On November 1, 2004, the Bank adopted CICA Accounting Guideline No.15 “Consolidation of
Variable Interest Entities” (AcG-15). This Guideline is harmonized with new FASB
Interpretation No. 46 (FIN 46R) of the same name and provides guidance on the application
of the standards set out in CICA Handbook Section 1590 “Subsidiaries” for certain entities
defined as variable interest entities ("VIEs"). VIEs are entities in which equity investors do
not have controlling financial interest or the equity investment at risk is not sufficient to
permit the entity to finance its activities without additional subordinated financial support
provided by other parties. AcG-15 requires the consolidation of a VIE by its primary
beneficiary, i.e., the party that receives the majority of the expected residual returns and/or
absorbs the majority of the entity’s expected losses. The application of the provisions of
AcG-15 on November 1, 2004 results in the consolidation of certain mutual funds in which
the Bank had a significant investment and the consolidation of the VIE that leases the Bank's
head office building. The impact of this standard as at November 1, 2004 was an increase in
“Premises and equipment” of $84 million, “Securities” of $54 million, “Other assets” of
$3million, “Other liabilities” of $93 million, “Non-controlling interest” of $45 million and
"Retained earnings” of $3 million. Prior period consolidated financial statements have not
been restated for this change.

Investment companies

On November 1, 2004, the Bank adopted Accounting Guideline No. 18 “Investment
Companies” published in January 2004 by the Canadian Institute of Chartered Accountants.
Under this Guideline, investment companies are required to account for all investments at
fair value, including investments that would otherwise be consolidated or accounted for
using the equity method. The Guideline sets out the criteria for determining whether a
company is an investment company and also provides guidance on the circumstances in
which the parent company of, or equity method investor in, an investment company should
account for the investment company’s investments at fair value. The impact of this new
Guideline on the consolidated financial statements for the first quarter of 2005 is negligible.

£



Analysis of Results

Operating Resulits

National Bank reported net income of $239 million for the first quarter ended January 31,
2005, compared to $186 million for the corresponding quarter one year earlier. Earnings
per share for the quarter amounted to $1.39, as against $1.03 for the same period of 2004,
for an increase of 35%. Return on common shareholders’ equity stood at 23.6% for the
quarter, up from 19% for the quarter ended January 31, 2004,

Results by Segment
Personal and Commercial

Net income for the Personal and Commercial segment totalled $114 million for the first
quarter of 2005, up 9% from $105 million in the corresponding quarter of 2004. Growth in
the volume of consumer loans and in credit card and insurance revenues, combined with
lower credit losses at Commercial Banking were the main reason for the improvement in this
segment’s results.

At $324 million, net interest income for the quarter was $10 million or 3% higher than for
the same period of 2004. The increase in net interest income was due to $2.9 billion or 7%
growth in average assets, especially consumer loans, while the spread was 14 basis points
narrower than in the corresponding quarter of 2004. Other income for the quarter totalled
$179 million, up $8 million or 5% from the first quarter of 2004. The main sources of
growth were credit card and insurance revenues. Operating expenses for the first quarter of
2005 stood at $304 million, compared to $292 million for the same period of 2004, an
increase of 4%. The efficiency ratio remained relatively stable at about 60%. The provision
for credit losses was $27 million, down $2 million or 7%, owing to Commercial Banking.

Wealth Management

Net income for Wealth Management in the first quarter of 2005 was $27 million compared to
$23 million for the same period in 2004, representing an increase of $4 million or 17%. Total
revenues amounted to $195 million for the quarter, up 5% from the $186 million recorded in
the correspconding quarter of 2004. Most of the increase was derived from retail brokerage
activities, the distribution of mutual funds and private investment management products.
Operating expenses were $153 million for the first quarter of 2005, up 3% from $149 million
for the year-earlier period. The efficiency ratic improved from 80.1% in the first quarter of
2004 to 78.5% this quarter.

Financial Markets

Net income for the Financial Markets segment stood at $78 million as against $73 million for
the same period in 2004, an increase of 7%. At $2 million, the provision for credit losses for
the quarter was down significantly from the $24 million that the Bank had recorded for this
segment in the first quarter of 2004, due to specific allowances for the steel industry.

Total revenues for the segment amounted to $275 million for the quarter ended January 31,
2005 compared to $269 for the year-earlier period. Gains on investment account securities
were up approximately $10 million, while trading revenues declined by $6 million.




Trading Revenues

(millions of dollars) 200
Financial Markets

Interest rate 17 25

Equities 58 46

3 13

84

2

i
2

(4]
53

200

Commodities and foreign exchange

78
Other segments 4
Total 82 86
Breakdown by Income Statement line item
Net interest income (2) (70)
Other income 84 160
Taxable equivalent - (4)
82 86

Operating expenses were $155 million for the quarter compared to $132 million for the first
quarter of 2004. The increase was essentially attributable to variable compensation.

Other

Net income for the "Other" heading of segment results totalled $20 million in the first
quarter of 2005 compared to a loss of $15 million for the same period last year. Total
revenues were $10 million for the quarter as against a loss of $29 million for the year-earlier
period. The variance was chiefly attributable to the gain on the disposal of investments in
financial institutions in South America.

Consolidated Results

Total Revenues
Total revenues for the first quarter of 2005 amounted to $983 million, for an increase of 8%
compared to the $911 million recorded in the corresponding quarter of 2004.

Net interest income totalled $349 million for the quarter, up $75 million from the $274
million posted in the first quarter of 2004. Net interest income for the Financial Markets
segment was up $68 million, which must be analyzed in conjunction with the trading
revenues recorded in other income. Net interest income for Personal and Commercial rose
$10 million or 3% to $324 million for the first quarter of 2005, primarily because of higher
volumes of consumer loans, which were partially offset by a narrowing of the spread.

Other income for the first quarter of 2005 was $634 million as against $637 million for the
corresponding period of fiscal 2004.

The portion of trading revenues recorded as other income fell $76 million from the
corresponding quarter of 2004. However, if net interest income related to trading activities
is included, total trading revenues for the quarter were down only $4 million. Gains on
investment account securities advanced $84 million to $77 million in the first quarter of
2005 owing to gains from merchant banking, a gain on the disposal of investments in South
America and the $31 million impairment charge recorded on corporate investments in the
first quarter of 2004.

Financial market fees, for their part, were $169 million for the quarter, up $5 million over
the corresponding period of 2004, card service revenues rose $3 million to total $15 million,
and trust service and mutual fund fees rose $8 million to $65 million.
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Lastly, at $58 million for the first quarter of 2005, lending fees were down $22 million due
to the $25 million that had been recorded as income last year for the unamortized balance of
certain mortgage prepayment fees further to the application of a new accounting standard
that came into effect in the first quarter of 2004.

Operating Expenses

Operating expenses for the quarter were $613 million compared to $577 million for the
corresponding period of 2004. Salaries and staff benefits, at $367 million for the quarter,
were $22 million higher than the year-earlier period, mainly as a result of variable
compensation. The increase in salaries and staff benefits accounted for close to two-thirds
of the total increase in operating expenses. The computers and equipment heading, which
was $84 million for the first quarter of 2005, increased by $11 million because of
investments in technology.

Cash Fiows

Due to the nature of the Bank’s business, most of its revenues and expenses are cash items.
Moreover, significant cash flow movement can be observed, especially in trading activities,
which impacts several assets and liabilities such as trading account securities, securities sold
short or securities sold under repurchase agreements.

For the first quarter of 2005, cash and cash equivalents rose $1.3 billion compared to an
increase of $1.2 billion for the first quarter of 2004. As at January 31, 2005, cash and cash
equivalents totalled $7.0 billion versus $8.3 billion one year earlier.

Operating activities required cash of $0.9 billion chiefly because of trades in settlement. For
the corresponding quarter of 2004, the reduction in trading account securities represented
$1.5 billion of the $1.9 billion in cash flows from operating activities.

Financing activities generated cash of $4.1 billion, of which $3.2 billion was attributable to
higher deposits, particularly purchased funds, whereas in the first quarter of 2004, the $2
billion variation in securities sold under repurchase agreements accounted for the cash
outflows from financing activities.

Lastly, investing activities in the first quarter of 2005 required $1.9 billion in cash owing to
the $1.3 billion increase in loans and a higher volume of securities purchased under reverse
repurchase agreements. For the corresponding period of 2004, investing activities
generated $1.3 billion primarily because of purchases and sales of investment account
securities.

Risk Management

Credit Risk

The Bank recorded a provision for credit losses of $17 million for the quarter compared to
$44 million for the corresponding quarter of 2004. Of the $27 million decline, $22 million
can be attributed to the reduction in the provision at Corporate Banking.

As at January 31, 2005, the allowance for credit losses exceeded impaired loans by $216
million compared to $190 million as at October 31, 2004. The $26 million improvement is
attributable to all segments offering business loans.

The ratio of gross private impaired loans to total risk-weighted assets and allowances was
excellent at 8.2% as at January 31, 2005 versus 10.9% as at October 31, 2004.




Market Risk - Trading Activities

The Value-at-Risk (VaR) simulation model is one of the main tools used to manage market
risk in trading activities. The VaR measure is based on a 99% confidence level, which is an
estimate of the maximum potential trading loss in 99 out of 100 days, which means that
actual losses will probably exceed VaR on only one day out of 100. The computerized VaR
calculation model is based on two years of historical data. Market risk management is
discussed in more detail on page 63 of the 2004 Annual Report.

The table below entitled "Trading Activities” illustrates the allocation of market risk by type
of risk: interest rate, foreign exchange, equity price and commodity.

Trading Activities (V)
(millions of dollars)

Global VaR by risk For the quarter ended For the quarter ended
category January 31, 2005 October 31, 2004
Period High Average Low Period High Average Low
end end
Interest rate (3.6) (6.5) (4.0) (2.0) (3.7) (4.9) (3.7) (2.7)
Foreign exchange (0.9) (3.3) (1.3) (0.5) (0.9) (2.9) (1.7) (0.7)
Equity (4.7) (6.2) (4.4) (2.7) (3.6) (5.4) (3.8) (3.0)
Commaodity (0.7) (1.0) (0.7) (0.5) (1.0) (1.0) (0.8) (0.6)
Correlation effect® 4.2 9.9 4.7 1.3 3.6 6.6 4.2 2.4
Global VaR (5.7) (7.1) (5.7) (44) (5.6) (7.6) (5.8) (4.6)

) Amounts are presented on a pre-tax basis and represent one-day VaR.
) The correlation effect is the result of the diversification of types of risk.

Balance Sheet

As at January 31, 2005, the Bank's assets stood at $91.7 billion compared to $88.7 billion at
the end of fiscal 2004. Loans and acceptances were up $0.8 billion, while cash resources,
securities and securities purchased under reverse repurchase agreements rose $2 billion.
The following table presents the main portfolios.

Average monthly volumes January October January
(millions of dollars) 2005 2004 2004
Loans and acceptances*
Residential mortgages 19,846 19,554 18,308
Consumer loans 6,629 6,491 5,357
Credit card receivables 1,652 1,589 1,539
Business loans 17,062 17,276 17,901
45,189 44,910 43,105
Deposits
Personal (balance) 24,089 23,675 23,853
Off-balance sheet savings (balance) 59,526 57,207 49,383
Business 10,485 10,668 10,359

*including securitized assets

Residential mortgages as at January 31, 2005 were up $300 million from October 31, 2004
to $19.8 billion. Residential mortgages rose $1.5 billion or 8% versus January 31, 2004. At
$6.6 billion, the volume of consumer loans has increased nearly 2% since the beginning of
the fiscal year. Consumer loans were up $1.3 billion or 24% from January 31, 2004, with
close to half of this strong growth attributable to volumes from partnerships. Credit card
receivables have increased 4% since November 1, 2004 to $1.7 billion as at January 31,
2005.
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Business loans and acceptances were $17.1 billion at the end of the first quarter as
compared to $17.3 billion at the end of fiscal 2004. Corporate loans accounted for the slight
decline.

Personal deposits stood at $24.1 billion as at January 31, 2005 compared to $23.7 billion as
at October 31, 2004, Off-balance sheet persona!l savings administered by the Bank as at
January 31, 2005 totalled $59.5 billion, up $2.3 billion or 4% since the end of the previous
fiscal year. The increase was attributable to savings administered by the brokerage
subsidiaries.

Capital

Tier 1 and total capital ratios, according to the rules of the Bank for International
Settlements, were 9.6% and 13.5%, respectively, as at January 31, 2005, compared to
9.6% and 13.0% as at October 31, 2004. During the quarter, the Bank issued $350 million
of subordinated debentures, which added 0.8% to the total capital ratio. At the end of the
quarter, the Bank had not made any purchases of common shares under its normal course
issuer bid commenced on January 13, 2005 to repurchase up to 8.4 million common shares.

Dividends

At its meeting on February 24, 2005, the Board of Directors declared regular dividends on
the various classes and series of preferred shares as well as a dividend of 42 cents per
common share payable on May 1, 2005 to shareholders of record on March 24, 2005.



Caution regarding forward-looking statements

From time to time, National Bank of Canada makes written and oral forward-looking
statements, included in this quarterly report, in other filings with Canadian regulators or the
U.S. Securities and Exchange Commission, in reports to shareholders, in press releases and
in other communications. All such statements are made pursuant to the “safe harbour”
provisions of the United States Private Securities Litigation Reform Act of 1995. These
forward-looking statements include, among others, statements with respect to the economy,
market changes, the achievement of strategic objectives, certain risks as well as statements
with respect to our beliefs, plans, expectations, anticipations, estimates and intentions.
These forward-looking statements are typically identified by the words “may,” “could,”
“should,” “would,” “suspect,” “outlook,” “believe,” “anticipate,” “estimate,” “expect,”
“intend,” “plan,” and words and expressions of similar import.

By their very nature, such forward-looking statements require us to make assumptions and
involve inherent risks and uncertainties, both general and specific. There is significant risk
that express or implied projections contained in such statements will not materialize or will
not be accurate. A number of factors could cause actual future results, conditions, actions or
events to differ materially from the targets, expectations, estimates or intentions expressed
in the forward-looking statements. Such differences may be caused by factors, many of
which are beyond the Bank’s control, which include, but are not limited to, changes in
Canadian and/or global economic and financial conditions (particularly fluctuations in interest
rates, currencies and other financial instruments), liquidity, market trends, regulatory
developments and competition in geographic areas where the Bank operates, technological
changes, consolidation in the Canadian financial services sector, the possible impact on our
businesses of international conflicts and other developments including those relating to the
war on terrorism and the Bank’s anticipation of and success in managing the risks implied by
the foregoing.

The Bank cautions that the foregoing list of important factors is not exhaustive. Investors
and others who base themselves on the Bank's forward-looking statements should carefully
consider the above factors as well as the uncertainties they represent and the risk they
entail. The Bank therefore cautions readers not to place undue reliance on these forward-
looking statements. The Bank does not undertake to wupdate any forward-looking
statements, whether written or oral, that may be made from time to time by or on behalf of
the Bank.




Highlights
(unaudited) Quarter ended January 31
%
2005 2004 Change
Operating results
(millions of dollars)
Total revenues $983 $911 8
Net income 239 186 28
Return on common shareholders' equity
23.6 % 19.0 %

Per common share
Net earnings - basic $1.39 $1.03 35
Dividends paid 0.42 0.33 27
Book value 23.97 21.81 10
Stock trading range

High 49.75 45.00

Low 46.39 40.17

Close 49.19 43.85
Financial position January 31 October 31
(millions of dollars) 2005 2004
Total assets $91,703 $88,721 3
Loans and acceptances 45,019 44,574 1
Deposits 56,660 53,432 6
Subordinated debentures and shareholders’ equity 6,167 5,612 10
Capital ratios - BIS

Tier 1 9.6 % 96 %

Total 1356 % 13.0 %
Impaired loans, net of specific and general allowances (216) (190)

as a % of loans and acceptances (0.5) % (0.4) %
Assets under administration/management 191,822 180,598
Total personal savings 83,615 80,882
Interest coverage 1117 12,61
Asset coverage 3.08 3.42
Other information
Number of employees 16,610 16,555 -
Number of branches in Canada 462 462 -

Number of banking machines 768 770 -
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National Bank announces record net income of $239 million forthe first
quarter of 2005, up 28% from $186 million for the same perlocfof 2004

¢ Quarterly earnings per share of $1.39, an increase of 35% , R
¢ Return on common shareholders’ equity of 23.6%

For the quarter
ended January 31

Net income 2005 2004 %
Personal and Commercial 114 105 + 9
Wealth Management 27 23 + 17
Financial Markets 78 73+ 7
Other 20 (15)

Total 239 186 + 28
Earnings per share $1.39 $1.03 + 35

Return on common
shareholders’ equity 23.6% 19.0%

MONTREAL, February 24, 2005 - For the first quarter ended January 31, 2005,
National Bank reported record net income of $239 million, compared to $186 million for
the corresponding quarter one year earlier. Earnings per share for the quarter stood at
$1.39, up 35% from $1.03 per share in the first quarter of 2004.

Return on common shareholders’ equity reached a new high of 23.6% for the quarter, compared
to 19.0% for the same period one year earlier.

This sterling performance was attributable to the contribution of the Personal and Commercial
and Wealth Management segments and the high quality of the loan portfolio, which was
reflected in a major reduction in the allowance for credit losses, particularly in the Financial
Markets segment. The Bank also realized a pre-tax gain of about $37 million when it disposed of
investments in financial institutions in South America, which added 15 cents to earnings per
share for the quarter.

Total revenues stood at $983 million for the quarter, as against $911 million for the first quarter
of 2004, for an increase of nearly 8%. Excluding the gain realized on the disposal of
investments, more than 50% of this increase was attributable to the Personal and Commercial
segment.

Operating expenses were $613 million for the quarter versus $577 million for the corresponding
quarter one year earlier. Two-thirds of the increase derived from the Financial Markets segment,
primarily due to variable compensation. The efficiency ratio improved from 62.7% for the first
quarter of 2004 to 61.4% this quarter.

The provision for credit losses amounted to $17 million for the first quarter of 2005, down more
than 60% compared to the corresponding period of 2004,




The Personal and Commercial segment generated net income of $114 million for the quarter, up
9% from $105 million for the same period one year earlier. This growth resulted from an
increase in the volume of consumer loans and in credit card and insurance revenues, and from
the decrease in credit losses for Commercial Banking.

In the first quarter of 2005, retail brokerage activities, mutual funds distribution and private
investment management products continued to make gains, helping to push up net income in
the Wealth Management segment by 17% to $27 million from the $23 million reported for the
corresponding quarter of 2004.

The Financial Markets segment earned net income of $78 million for the quarter, as against $73
million for the first quarter of 2004. This 7% increase was mainly due to the decrease in credit
losses.

Net income for the “Other” heading of segment results progressed from a $15 million net loss in
the first quarter of 2004 to net income of $20 million for the first quarter of 2005, primarily on
the strength of the gain on the disposal of investments in South America.

“The Bank’s performance underscores its ability to achieve high growth through a balanced
portfolio of activities and the positive contribution of its activities under development, which are
suited to our competencies and competitive strengths,” commented Réal Raymond, President
and Chief Executive Officer.

As at January 31, 2005, gross impaired loans amounted to $304 million, down $84 million from
October 31, 2004. This decrease was mirrored across all business loan categories. The ratio of
gross impaired loans to total risk-adjusted capital and allowances stood at only 8.2%. Specific
allowances and the general allowance for credit risk exceeded gross impaired loans by $216
million as at January 31, 2005, compared to $190 million as at October 31, 2004. At $350
million, the general allowance for credit risk remained unchanged at the end of the first quarter.

Tier 1 and total capital ratios were 9.6% and 13.5%, respectively, as at January 31, 2005
versus 9.6% and 13.0% as at October 31, 2004. During the quarter, the Bank issued $350
million of subordinated debentures, which added 0.8% to the total capital ratio. As at the end of
quarter, the Bank had not made any purchases under its normal course issuer bid commenced
on January 13, 2005 to repurchase up to 8.4 million common shares.

"These strong results were supported by active risk and capital management. National Bank’s
excellent performance is a tribute to the quality of our strategies and teams,” Mr. Raymond
added.

Objectives 1st quarter 2005

Growth in earnings per share 5% - 10% 35%
Return on common

shareholders’ equity 16% - 18% 23.6%
Tier 1 capital ratio More than 8.5% 9.6%

Dividend payout ratio 35% - 45% 34%
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
OPERATING RESULTS

February 24, 2005 - The following text presents Management’s discussion and analysis of the
Bank’s financial condition and operating results. This analysis was prepared in accordance with
the requirements set out in Regulation 51-102 respecting Continuous Disclosure Obligations of
the Canadian Securities Administrators and is based on the unaudited interim consolidated
financial statements for the first quarter of 2005.

Critical Accounting Estimates

A summary of the significant accounting policies used by the Bank is presented in Note 1 and
Note 2 to the audited consolidated financial statements as at October 31, 2004 on pages 90 to
97 of the 2004 Annual Report.

Page 56 of the 2004 Annual Report presents explanations of certain accounting policies that are
considered critical because they are important to the presentation of the Bank’s financial
condition and operating results, and require difficult, subjective and complex judgements and
estimates because they relate to matters that are inherently uncertain. We invite the reader to
refer to the Annual Report for these explanations.

Changes in Accounting Policies

On November 1, 2004, the Bank adopted the following accounting standards:

Variable interest entities

On November 1, 2004, the Bank adopted CICA Accounting Guideline No.15 “"Consolidation of
Variable Interest Entities” (AcG-15). This Guideline is harmonized with new FASB Interpretation
No. 46 (FIN 46R) of the same name and provides guidance on the application of the standards
set out in CICA Handbook Section 1590 “Subsidiaries” for certain entities defined as variable
interest entities (“VIEs”). VIEs are entities in which equity investors do not have controlling
financial interest or the equity investment at risk is not sufficient to permit the entity to finance
its activities without additional subordinated financial support provided by other parties. AcG-15
requires the consolidation of a VIE by its primary beneficiary, i.e., the party that receives the
majority of the expected residual returns and/or absorbs the majority of the entity’s expected
losses. The application of the provisions of AcG-15 on November 1, 2004 results in the
consolidation of certain mutual funds in which the Bank had a significant investment and the
consolidation of the VIE that leases the Bank’s head office building. The impact of this standard
as at November 1, 2004 was an increase in "Premises and equipment” of $84 million,
“Securities” of $54 million, “"Other assets” of $3 million, “Other liabilities” of $93 million, "Non-
controilling interest” of $45 million and “Retained earnings” of $3 million. Prior period
consolidated financial statements have not been restated for this change.

Investment companies

On November 1, 2004, the Bank adopted Accounting Guideline No. 18 “Investment Companies”
published in January 2004 by the Canadian Institute of Chartered Accountants. Under this
Guideline, investment companies are required to account for all investments at fair value,
including investments that would otherwise be consolidated or accounted for using the equity
method. The Guideline sets out the criteria for determining whether a company is an investment
company and also provides guidance on the circumstances in which the parent company of, or
equity method investor in, an investment company should account for the investment
company’s investments at fair value. The impact of this new Guideline on the consolidated
financial statements for the first quarter of 2005 is negligible.



Analysis of Results

Operating Results

National Bank reported net income of $239 million for the first quarter ended January 31, 2005,
compared to $186 million for the corresponding quarter one year earlier. Earnings per share for
the quarter amounted to $1.39, as against $1.03 for the same period of 2004, for an increase of
35%. Return on common shareholders’ equity stood at 23.6% for the quarter, up from 19% for
the quarter ended January 31, 2004.

Results by Segment
Personal and Commercial

Net income for the Personal and Commercial segment totalled $114 million for the first quarter
of 2005, up 9% from $105 million in the corresponding quarter of 2004. Growth in the volume
of consumer loans and in credit card and insurance revenues, combined with lower credit losses
at Commercial Banking were the main reason for the improvement in this segment’s results.

At $324 million, net interest income for the quarter was $10 million or 3% higher than for the
same period of 2004. The increase in net interest income was due to $2.9 billion or 7% growth
in average assets, especially consumer loans, while the spread was 14 basis points narrower
than in the corresponding quarter of 2004. Other income for the quarter totalled $179 million,
up $8 million or 5% from the first quarter of 2004. The main sources of growth were credit card
and insurance revenues. Operating expenses for the first quarter of 2005 stood at $304 million,
compared to $292 miliion for the same period of 2004, an increase of 4%. The efficiency ratio
remained relatively stable at about 60%. The provision for credit losses was $27 million, down
$2 million or 7%, owing to Commercial Banking.

Wealth Management

Net income for Wealth Management in the first quarter of 2005 was $27 million compared to
$23 million for the same period in 2004, representing an increase of $4 million or 17%. Total
revenues amounted to $195 million for the quarter, up 5% from the $186 million recorded in
the corresponding quarter of 2004. Most of the increase was derived from retail brokerage
activities, the distribution of mutual funds and private investment management products.
Operating expenses were $153 million for the first quarter of 2005, up 3% from $149 million for
the year-earlier period. The efficiency ratio improved from 80.1% in the first quarter of 2004 to
78.5% this quarter.

Financial Markets

Net income for the Financial Markets segment stood at $78 million as against $73 million for the
same period in 2004, an increase of 7%. At $2 million, the provision for credit losses for the
quarter was down significantly from the $24 million that the Bank had recorded for this segment
in the first quarter of 2004, due to specific allowances for the steel industry.

Total revenues for the segment amounted to $275 million for the quarter ended January 31,
2005 compared to $269 for the year-earlier period. Gains on investment account securities were
up approximately $10 million, while trading revenues declined by $6 million.



i
2

Trading Revenues

(millions of dollars) 200
Financial Markets

Interest rate 17 25

Equities 58 46

3 13

84

2

o

200

Y

Commodities and foreign exchange

78
Other segments 4
Total 82 86
Breakdown by Income Statement line item
Net interest income (2) (70)
Other income 84 160
Taxable equivalent - (4)
82 86

Operating expenses were $155 million for the quarter compared to $132 million for the first
quarter of 2004, The increase was essentially attributable to variable compensation.

Other

Net income for the "Other" heading of segment results totalled $20 million in the first quarter of
2005 compared to a loss of $15 million for the same period last year. Total revenues were $10
million for the quarter as against a loss of $29 million for the year-earlier period. The variance
was chiefly attributable to the gain on the disposal of investments in financial institutions in
South America.

Consolidated Results

Total Revenues
Total revenues for the first quarter of 2005 amounted to $983 million, for an increase of 8%
compared to the $911 million recorded in the corresponding quarter of 2004.

Net interest income totalled $349 million for the quarter, up $75 million from the $274 million
posted in the first quarter of 2004. Net interest income for the Financial Markets segment was
up $68 million, which must be analyzed in conjunction with the trading revenues recorded in
other income. Net interest income for Personal and Commercial rose $10 miliion or 3% to $324
million for the first quarter of 2005, primarily because of higher volumes of consumer loans,
which were partially offset by a narrowing of the spread.

Other income for the first quarter of 2005 was $634 million as against $637 million for the
corresponding period of fiscal 2004.

The portion of trading revenues recorded as other income fell $76 million from the
corresponding quarter of 2004. However, if net interest income related to trading activities is
included, total trading revenues for the quarter were down only $4 million. Gains on investment
account securities advanced $84 million to $77 million in the first quarter of 2005 owing to gains
from merchant banking, a gain on the disposal of investments in South America and the $31
miltion impairment charge recorded on corporate investments in the first quarter of 2004.

Financial market fees, for their part, were $169 million for the quarter, up $5 million over the
corresponding period of 2004, card service revenues rose $3 million to total $15 million, and
trust service and mutual fund fees rose $8 million to $65 million.
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Lastly, at $58 million for the first quarter of 2005, lending fees were down $22 million due
to the $25 million that had been recorded as income last year for the unamortized balance of
certain mortgage prepayment fees further to the application of a new accounting standard that
came into effect in the first quarter of 2004.

Operating Expenses

Operating expenses for the quarter were $613 million compared to $577 million for the
corresponding period of 2004, Salaries and staff benefits, at $367 million for the quarter, were
$22 million higher than the year-earlier period, mainly as a result of variable compensation.
The increase in salaries and staff benefits accounted for close to two-thirds of the total increase
in operating expenses. The computers and equipment heading, which was $84 million for the
first quarter of 2005, increased by $11 million because of investments in technology.

Cash Flows

Due to the nature of the Bank’'s business, most of its revenues and expenses are cash items.
Moreover, significant cash flow movement can be observed, especially in trading activities,
which impacts several assets and liabilities such as trading account securities, securities sold
short or securities sold under repurchase agreements.

For the first quarter of 2005, cash and cash equivalents rose $1.3 billion compared to an
increase of $1.2 billion for the first quarter of 2004. As at January 31, 2005, cash and cash
equivalents totalled $7.0 billion versus $8.3 billion one year earlier.

Operating activities required cash of $0.9 billion chiefly because of trades in settlement. For the
corresponding quarter of 2004, the reduction in trading account securities represented $1.5
billion of the $1.9 billion in cash flows from operating activities.

Financing activities generated cash of $4.1 billion, of which $3.2 billion was attributable to
higher deposits, particularly purchased funds, whereas in the first quarter of 2004, the $2 billion
variation in securities sold under repurchase agreements accounted for the cash outflows from
financing activities.

Lastly, investing activities in the first quarter of 2005 required $1.9 billion in cash owing to the
$1.3 billion increase in loans and a higher volume of securities purchased under reverse
repurchase agreements. For the corresponding period of 2004, investing activities generated
$1.3 billion primarily because of purchases and sales of investment account securities.

Risk Management

Credit Risk

The Bank recorded a provision for credit losses of $17 million for the quarter compared to $44
million for the corresponding quarter of 2004. Of the $27 million decline, $22 million can be
attributed to the reduction in the provision at Corporate Banking.

As at January 31, 2005, the allowance for credit losses exceeded impaired loans by $216 million
compared to $190 million as at October 31, 2004. The $26 million improvement is attributable
to all segments offering business loans.

The ratio of gross private impaired loans to total risk-weighted assets and allowances was
excellent at 8.2% as at January 31, 2005 versus 10.9% as at October 31, 2004,



Market Risk - Trading Activities

The Value-at-Risk (VaR) simulation model is one of the main tools used to manage market risk
in trading activities. The VaR measure is based on a 99% confidence level, which is an estimate
of the maximum potential trading loss in 99 out of 100 days, which means that actual losses will
probably exceed VaR on only one day out of 100. The computerized VaR calculation model is
based on two years of historical data. Market risk management is discussed in more detail on
page 63 of the 2004 Annual Report.

The table below entitled “Trading Activities” illustrates the allocation of market risk by type of
risk: interest rate, foreign exchange, equity price and commodity.

Trading Activities (V)
(millions of dollars)

Global VaR by risk For the quarter ended For the quarter ended
category January 31 05 October 31, 2004
Period High Average Low Period High Average Low
end end
Interest rate (3.6) (6.5) (4.0) (2.0) (3.7) (4.9) (3.7) (2.7)
Foreign exchange (0.9) (3.3) (1.3) (0.5) (0.9) (2.9) (1.7) (0.7)
Equity (4.7) (6.2) (4.4) (2.7) (3.6) (5.4) (3.8) (3.0)
Commodity (0.7) (1.0) (0.7) (0.5) (1.0) (1.0) (0.8) (0.6)
Correlation effect!® 4.2 9.9 4.7 1.3 3.6 6.6 4.2 2.4
Global VaR (5.7) (7.1) (5.7) (4.4) (5.6) (7.6) (5.8) (4.6)

) Amounts are presented on a pre-tax basis and represent one-day VaR.
2 The correlation effect is the result of the diversification of types of risk.

Balance Sheet

As at January 31, 2005, the Bank’s assets stood at $91.7 billion compared to $88.7 billion at the
end of fiscal 2004. Loans and acceptances were up $0.8 billion, while cash resources, securities
and securities purchased under reverse repurchase agreements rose $2 billion. The following
table presents the main portfolios.

Average monthly volumes January October January
(millions of dollars) 2005 2004 2004
Loans and acceptances*
Residential mortgages 19,846 19,554 18,308
Consumer loans 6,629 6,491 5,357
Credit card receivables 1,652 1,589 1,539
Business loans 17,062 17,276 17,901
45,189 44,910 43,105
Deposits
Personal (balance) 24,089 23,675 23,853
Off-balance sheet savings (balance) 59,526 57,207 49,383
Business 10,485 10,668 10,359

*including securitized assets

Residential mortgages as at January 31, 2005 were up $300 million from October 31, 2004 to
$19.8 billion. Residential mortgages rose $1.5 billion or 8% versus January 31, 2004. At $6.6
billion, the volume of consumer loans has increased nearly 2% since the beginning of the fiscal
year. Consumer loans were up $1.3 billion or 24% from January 31, 2004, with close to half of
this strong growth attributable to volumes from partnerships. Credit card receivables have
increased 4% since November 1, 2004 to $1.7 billion as at January 31, 2005,
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Business loans and acceptances were $17.1 billion at the end of the first quarter as
compared to $17.3 billion at the end of fiscal 2004. Corporate loans accounted for the slight
decline.

Personal deposits stood at $24.1 billion as at January 31, 2005 compared to $23.7 billion as at
October 31, 2004. Off-balance sheet personal savings administered by the Bank as at January
31, 2005 totalled $59.5 billion, up $2.3 billion or 4% since the end of the previous fiscal year.

The increase was attributable to savings administered by the brokerage subsidiaries.

Capital

Tier 1 and total capital ratios, according to the rules of the Bank for International Settlements,
were 9.6% and 13.5%, respectively, as at January 31, 2005, compared to 9.6% and 13.0% as
at October 31, 2004. During the quarter, the Bank issued $350 million of subordinated
debentures, which added 0.8% to the total capital ratio. At the end of the quarter, the Bank
had not made any purchases of common shares under its normal course issuer bid commenced
on January 13, 2005 to repurchase up to 8.4 million common shares.

Dividends ‘

At its meeting on February 24, 2005, the Board of Directors declared regular dividends on the
various classes and series of preferred shares as well as a dividend of 42 cents per common
share payable on May 1, 2005 to shareholders of record on March 24, 2005.



Caution regarding forward-looking statements

From time to time, National Bank of Canada makes written and oral forward-looking statements,
included in this quarterly report, in other filings with Canadian regulators or the U.S. Securities
and Exchange Commission, in reports to shareholders, in press releases and in other
communications. All such statements are made pursuant to the “safe harbour” provisions of the
United States Private Securities Litigation Reform Act of 1995. These forward-looking
statements include, among others, statements with respect to the economy, market changes,
the achievement of strategic objectives, certain risks as well as statements with respect to our
beliefs, plans, expectations, anticipations, estimates and intentions. These forward-locking
statements are typically identified by the words “may,” “could,” “should,” “would,” “suspect,”
“outlook,” “believe,” “anticipate,” “estimate,” “expect,” “intend,” “plan,” and words and
expressions of similar import.

By their very nature, such forward-looking statements require us to make assumptions and
involve inherent risks and uncertainties, both general and specific. There is significant risk that
express or implied projections contained in such statements will not materialize or will not be
accurate. A number of factors could cause actual future resuits, conditions, actions or events to
differ materially from the targets, expectations, estimates or intentions expressed in the
forward-looking statements. Such differences may be caused by factors, many of which are
beyond the Bank’s control, which include, but are not limited to, changes in Canadian and/or
global economic and financial conditions (particularly fluctuations in interest rates, currencies
and other financial instruments), liquidity, market trends, regulatory developments and
competition in geographic areas where the Bank operates, technological changes, consolidation
in the Canadian financial services sector, the possible impact on our businesses of international
conflicts and other developments including those relating to the war on terrorism and the Bank's
anticipation of and success in managing the risks implied by the foregoing.

The Bank cautions that the foregoing list of important factors is not exhaustive. Investors and
others who base themselves on the Bank's forward-looking statements should carefully consider
the above factors as well as the uncertainties they represent and the risk they entail. The Bank
therefore cautions readers not to place undue reliance on these forward-looking statements. The
Bank does not undertake to update any forward-looking statements, whether written or oral,
that may be made from time to time by or on behalf of the Bank.



Highlights
(unaudited) Quarter ended January 31
%
2005 2004 Change
Operating results
(millions of dollars)
Total revenues $983 $911 8
Net income 239 186 28
Return on common shareholders' equity
23.6 % 19.0 %

Per common share
Net earnings - basic $1.39 $1.03 35
Dividends paid 0.42 0.33 27
Book value 23.97 21.81 10
Stock trading range

High 49.75 45.00

Low 46.39 40.17

Close 49.19 43.85
Financial position January 31 October 31
(millions of doliars) 2005 2004
Total assets $91,703 $88,721 3
Loans and acceptances 45,019 44,574 1
Deposits 56,660 53,432 6
Subordinated debentures and shareholders' equity 6,167 5,612 10
Capital ratios - BIS

Tier 1 96 % 96 %

Total 13.5 % 13.0 %
Impaired loans, net of specific and general allowances (216) {190)

as a % of loans and acceptances (0.5) % (0.4) %
Assets under administration/management 191,822 180,598
Total personal savings 83,615 80,882
Interest coverage 11.17 12,61
Asset coverage 3.08 3.42
Other information
Number of employees 16,610 16,555 -
Number of branches in Canada 462 462 -

Number of banking machines 768 770 -




Consolidated Statement of Income

Quarter ended

January 31

(unaudited) January 31 October 31
(millions of dollars except per share amounts) 2005 2004 2004
Interest income and dividends
Loans 509 476 485
Securities 179 155 138
Deposits with financia! institutions 28 24 33
716 655 656
Interest expense
Deposits 260 194 247
Subordinated debentures 26 24 25
Other 81 57 110
367 275 382
Net interest income 349 380 274
Other income
Financial market fees 169 139 164
Deposit and payment service charges 49 50 49
Trading revenues 84 (13) 160
Gains on investment account securities, net 77 51 (7)
Card service revenues 15 12 12
Lending fees 58 65 80
Acceptances, letters of credit and guarantee 16 16 16
Securitization revenues 48 41 51
Foreign exchange revenues 18 17 19
Trust services and mutual funds 65 63 57
Other 35 71 36
634 512 637
Total revenues 983 892 911
Provision for credit losses (recovery) 17 (8) 44
966 900 867
Operating expenses
Salaries and staff benefits 367 342 345
Occupancy 45 60 48
Computers and equipment 84 96 73
Communications 19 19 19
Professional fees 25 20 24
Other 73 86 70
613 623 577
Income before income taxes and non-controlling
interest 353 277 290
Income taxes 107 77 97
246 200 193
Non-controliing interest 7 8 7
Net income 239 192 186
Dividends on preferred shares 6 5 6
Net income available to common shareholders 233 187 180
Number of common shares outstanding (thousands)
Average - basic 167,693 167,671 174,669
Average - diluted 170,164 169,936 177,008
End of period 168,049 167,430 173,569
Net earnings per common share
Basic 1.39 1.11 1.03
Diluted 1.37 1.09 1.02
Dividends per common share 0.42 0.38 0.33




Consolidated Balance Sheet

(unaudited)
(millions of dollars)

ASSETS

Cash resources
Cash
Deposits with financial institutions

Securities
Investment account
Trading account
Loan substitutes

Securities purchased under reverse repurchase agreements

Loans

Residential mortgage
Personal and credit card
Business and government
Allowance for credit losses

Other

Customers' liability under acceptances
Premises and equipment

Goodwill

Intangible assets

Other assets

LIABILITIES AND SHAREHOLDERS' EQUITY

Deposits
Personal
Business and government
Deposit-taking institutions

Other

Acceptances

Obligations related to securities sold short
Securities sold under repurchase agreements
Other liabilities

Subordinated debentures
Non-controlling interest

Shareholders’ equity

Preferred shares

Common shares

Contributed surplus

Unrealized foreign currency translation adjustments
Retained earnings

January 31  October 31 January 31
2005 2004 2004
213 481 193
6,823 5,296 8,091
7,036 5777 8,284
7,439 7,428 5,770
20,278 20,561 17,701
3 18 20
27,720 28,007 23,491
5,566 4,496 4,411
16,452 15,500 14,014
8,209 7825 6.260
19,1583 18,751 18,181
(520) (578) (643)
42,294 41,498 37.812
2,725 3,076 3,160
346 267 264
662 662 662
180 180 182
5,174 4,758 4,890
9,087 8.943 9,158
91,703 88,721 83,156
24,089 23,675 23,853
25,520 24,299 21,637
7,051 5,458 6,093
56,660 53,432 51,583
2,725 3,076 3,160
11,671 10,204 8,644
7,269 8,182 6,643
6,789 7,845 7,093
28,454 29,307 25,540
1,764 1,408 1,473
422 370 400
3758 375 375
1,563 1,545 1,583
8 7 3
4 (10) 1
2,453 2,287 2,198
4,403 4,204 4,160
91,703 88,721 83,166
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Consolidated Statement of Cash Flows

(unaudited) Quarter ended January 31

(millions of dollars) 2005 2004

Cash fiows from operating activities

Net income 239 186
Adjustments for:
Provision for credit losses 17 44
Amortization of premises and equipment 15 12
Future income taxes (30) (3)
Translation adjustment on foreign currency subordinated debentures 6 2
Losses (gains) on sales of investment account securities, net (77) 7
Gains on asset securitization (25) (17)
Stock option expense 1 1
Change in interest payable 16 22
Change in interest and dividends receivable - 183
Change in income taxes payabie 46 (119)
Change in unrealized losses (gains) and net amounts payable
on derivative contracts 120 (60)
Change in trading account securities 283 1,450
Excess of pension plan contributions over expenses - (15)
Change in other items (1,535) 150
(924) 1,853

Cash flows from financing activities

Change in deposits 3,228 120
Issuance of subordinated debentures 350 -
Maturity of subordinated debentures - (45)
Issuance of common shares 18 14
Repurchase of common shares for canceliation - (69)
Dividends paid on common shares (64) (58)
Dividends paid on preferred shares (6) (6)
Change in obligations related to securities sold short 1,467 187
Change in securities sold under repurchase agreements (913) (2,031)
Change in other items 14 (5)
4,094 (1,893)

Cash flows from investing activities

Change in loans (1,307) 55
Proceeds from securitization of assets 494 470
Purchases of investment account securities (5,354) (2,595)
Sales of investment account securities 5,420 3,816
Change in securities purchased under reverse repurchase agreements {1,070) (456)
Net acquisition of premises and equipment (94) (13)

(1,911) 1,277
Increase in cash and cash equivalents 1,259 1,237
Cash and cash equivalents at beginning 5,777 7,047
Cash and cash equivalents at end 7,036 8,284

Cash and cash equivalents

Cash 213 193
Deposits with financial institutions 6,823 8,091
7,036 8,284

Supplementary information
Interest and dividends paid 421 424
Income taxes paid 91 217
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Consolidated Statement of Changes in Shareholders’ Equity

(unaudited) Quarter ended January 31
(millions of dollars) 2005 2004
Preferred shares 375 375
Common shares at beginning 1,545 1,583
Issuance of common shares 18 14
Repurchase of common shares for cancellation (Note 6) - (14)
Common shares at end 1,563 1,583
Contributed surplus at beginning 7 2
Stock option expense 1 1
Contributed surplus at end 8 3
Unrealized foreign currency translation adjustments at beginning (10) 6
Gains (losses) on foreign exchange operations with a functional currency

other than the Canadian dollar, net of income taxes 14 (5)
Unrealized foreign currency translation adjustments at end 4 1
Retained earnings at beginning 2,287 2,131
Net income 239 186
Initial adoption of AcG-15 (Note 2) 3 -
Dividends

Preferred shares (6) 6)

Common shares (70) (58)
Premium paid on common shares repurchased for cancellation (Note &) - (55)
Retained earnings at end 2,453 2,198
Shareholders' equity 4,403 4,160

Notes to the Consolidated Financial Statements
(unaudited) (millions of dollars)

These unaudited interim consolidated financial statements should be read in conjunction with
the audited consolidated financial statements for the year ended October 31, 2004. Certain
comparative figures have been reclassified to comply with the presentation adopted in fiscal

2005.

1. Significant Accounting Policies

These unaudited interim consolidated financial statements of the Bank have been prepared in
accordance with Canadian generally accepted accounting principles (GAAP) and the accounting
policies described in the Bank’s most recent Annual Report for the year ended October 31, 2004,

except for the new standards described in Note 2.
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2. Recent Accounting Standards Adopted

Variable interest entities

On November 1, 2004, the Bank adopted Accounting Guideline No. 15 “Consolidation of Variable
Interest Entities” (AcG-15). This Guideline is harmonized with new FASB Interpretation No. 46
(FIN 46R) “Consolidation of Variable Interest Entities” and provides guidance on the application
of the standards set out in CICA Handbook Section 1590 “Subsidiaries” for certain entities
defined as variable interest entities (“"VIEs"). VIEs are entities in which equity investors do not
have controlling financial interest or the equity investment at risk is not sufficient to permit the
entity to finance its activities without additional subordinated financial support provided by other
parties. AcG-15 requires the consolidation of a VIE by its primary beneficiary, i.e., the party that
receives the majority of the expected residual returns and/or absorbs the majority of the
entity’s expected losses. The application of the provisions of AcG-15 on November 1, 2004
results in the consolidation of certain mutual funds in which the Bank has a significant
investment and the consolidation of the VIE that leases the Bank’s head office building. The
impact of this standard as at November 1, 2004 was an increase in “"Premises and equipment” of
$84 million, “Securities” of $54 million, “Other assets” of $3 million, “Other liabilities” of $93
million, “Non-controlling interest” of $45 million, and “Retained earnings” of $3 million. Prior
period consolidated financial statements have not been restated for this change.

Investment companies

In January 2004, the CICA issued Accounting Guideline No. 18 “Investment Companies.” Under
this Guideline, investment companies are required to account for all their investments at fair
value,

including investments that would otherwise be consolidated or accounted for using the equity
method. The Guideline sets out the criteria for determining whether a company is an investment
company and also provides guidance on the circumstances in which the parent company of, or
equity method investor in, an investment company should account for the investment
company’s investments at fair value.

The provisions of the Guideline have applied to the Bank since November 1, 2004. They have
been applied prospectively.

The impact of the adoption of this new Guideline on the consolidated financial statements for the
first quarter of 2005 is negligible.



3. Loans and Impaired Loans

Impaired loans

Gross Specific

amount Gross allowances Net
January 31, 2005
Residential mortgage 15,452 3 1 2
Personal and credit card 8,209 33 18 15
Business and government 19,153 268 151 117

42,814 304 170 134
General allowance { 350)
Impaired loans, net of specific and general aliowances (216)
October 31, 2004
Residential mortgage 15,500 4 2 2
Personal and credit card 7,825 32 17 15
Business and government 18,751 352 209 143

42,076 388 228 160
General allowance (350)
Impaired loans, net of specific and general allowances (190)

M The general allowance for credit risk was created taking into account the Bank's credit in its entirety.

4. Allowance for Credit Losses

The changes made to allowances during the first quarter are as follows:

Allocated Unallocated

Specific general general  January 31 January 31
allowances allowance allowance 2005 2004

Allowances at beginning 228 272 78 578 630
Provision for credit losses 17 - - 17 44
Write-offs ( 86) - - (86) (44)
Recoveries 11 - - 11 13
Allowances at end 170 272 78 520 643
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5. Pension and Other Employee Future Benefits

Quarter ended
January 31 October 31 January 31

2005 2004 2004
Pension benefit expense 12 > 11
Other employee future benefit ‘ e
expense el b= 2 2

6. Capital Stock

Issued and fully paid as at January 31, 2005
First preferred shares

7,000,000 shares, Series 13 175
8,000,000 shares, Series 15 200
375

168,049,508 common shares 1,563
1,938

7,088,099 stock options outstanding N/A

Repurchase of common shares

On January 13, 2005, the Bank started a normal course issuer bid for the repurchase of up to
8,400,000 common shares over a 12-month period ending no later than January 12, 2006.
Repurchases will be made on the open market at market prices through the facilities of the
Toronto Stock Exchange. Premiums paid above the average book value of the common shares
will be charged to retained earnings.

As at January 31, 2005, the Bank had not repurchased any common shares under this program.

7. Securitization

CMHC-guaranteed mortgage loans

During the first quarter of 2005, the Bank securitized $494 million of guaranteed residential
mortgage loans through the creation of mortgage-backed securities. The Bank received net cash
proceeds of $492 million and retained the rights to the excess spread of $24 million generated
on the mortgage loans. The Bank also recorded a servicing liability of $3 million. A pre-tax gain
of $19 million, net of transaction fees, was recognized in the Consolidated Statement of Income
under “Securitization revenues.”

8. Subordinated Debentures

On December 20, 2004, the Bank issued $350 million of subordinated debentures under its
Canadian Medium Term Note Program. The issue, Series 3 Medium Term Notes, is due
December 2019. Interest on this issue is payable semi-annually at a fixed rate of 4.926% until
December 22, 2014, and at a floating rate equal to the rate on three month bankers’
acceptances plus 1.00% (paid quarterly) thereafter to maturity.



9. Segment Disclosures

Quarter ended January 31

Net interest income

Other income

Total revenues

Operating expenses

Contribution

Provision for credit losses

Income before income taxes and
non-controlling interest

Income taxes

Non-controliing interest

Net income (net loss)

Average assels

Personal and Commercial

)
1

1))
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Personal and Wealth Financial

Commercial Management Markets QOther Total
2005 2004 2005 2004 2005 2004 2008 2004 2005 2004
324 314 23 22 62 (6) ( 60) (56) 349 274
179 171 172 164 213 275 70 27 634 637
503 485 195 188 275 269 10 (29) 983 911
304 292 153 149 155 132 1 4 813 577
199 13 42 37 120 137 9 (33) 370 334
27 29 - - 2 24 (12) {9} 17 44
172 164 42 37 118 113 21 (24) 353 290
58 59 14 13 40 40 (5) {15) 107 97

- - 1 1 - - € [ 7 7
114 105 27 23 78 73 20 {15) 239 186
42,382 39,443 855 802 44,302 42,678 {5,404) (5,446) 82,135 77,477

The Personal and Commercial segment comprises the branch netwcrk, intermediary services, credit cards, insurance, commercial banking services

and real estate.
Wealth Management

The Wealth Management segment comprises full-service retail brokerage, discount brokerage, mutual funds, trust services and portfolio management.

Financial Markets

The Financial Markets segment encompasses corporate financing and lending, treasury operations, including asset and liability management for the

Bank, and corporate brokerage.
Other

The Other heading comprises securitization operations, gains on the sale of cperations, certain non-recurring items and the unallocated portion of

centralized services.

(1) Taxable equivalent

The accounting policies are the same as those described in the note on accounting policies (Note 1), with the exception of the net interest income,

other income and income taxes of the cperating segments, which are presented on a taxable equivalent basis. Taxable equivatent basis is a calculation

method that consists in grossing up certain tax-exempt income by the amount of income tax that otherwiss would have been payable.For all of the
operating segments, net interest income was grossed up by $16 million ($13 million in 2004) and other income by $1 million (decreased by $2 million

in 2004). An equal amount was added to income taxes. The impact of these adjustments is reversed under the "Other” heading.



Additional Financial Information

(unaudited)
{millions of dollars, except per share amounts)
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2005 2004 2003 2004 2003
Q1 Q4 Q3 Q2 Q1 Q4 Q3 Q2 Total Total
Total revenues $ 983 § 893 § 857 % gg4 B 811 $ 903 § 851 § 773 3545 $§ 3,363
Net income $ 23¢9 $ 192§ 167 8 180 8 186 $ 158 § 162 8 138 725 $ 624
Earnings per share
Basic 1.39 1,11 0,95 101 1.03 0,87 0,89 0,73 4.10 337
Diluted 1.37 4,09 0,94 1,00 1,02 0,86 0.88 0,72 4.05 3.34
Dividends per common share 042 0.38 0.38 0.33 0.33 0.28 0.28 0.26 1.42 1.08
Retum on common shareholders' equity 23.6 % 197 % 172 % 180 % 190 % 16.4 % 164 % 173 % 188 % 165 %
Total assets $ 91,703 $ 88,721 $ 85481 $ 865486 § 83,156 $ B4626 5 80474 S 77,852
{mpaired loans
Net private $ 134 § 160 $ 199§ 218§ 232 ] 248 8§ 230 S 225
Designated countries
Gross outstanding - - - 10 10 22 23 23
Allowances - - - 9 8 19 20 22
Net totaf 134 160 199 220 234 251 233 226
Per common share
Book value 23.97 2287 & 2230 8 2194 § 2181 % 2132 % 20,77 § 2028 $
Stock trading range
High 49.75 48,78 4550 47,93 45,00 41,19 37.41 35,15
Low 46.39 42,31 4272 43,27 40,17 34,50 34,55 31,26
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Information for Shareholders and Investors

Investor Relations

Financia! analysts and investors who want to obtain financial information on
the Bank are asked to contact the Investor Relations Department.

600 de La Gauchetiére West, 7th Floor

Montreal, Quebec H3B 4L2

Telephone: (514) 394-0296

Fax: (514) 394-6196

E-mail: investorrelations@nbc.ca

Website: www.nbc.calinvestorrelations

Public Relations

600 de La Gauchetiére West, 10th Floor
Montreal, Quebec H3B 412

Telephone: (514) 394-8644

Fax: (514) 394-6258

Website: www.nbc.ca
General information: telnat@nbc.ca

Quarterly report publication dates for fiscal 2004-2005
Second quarter: May 26, 2005

Third quarter: August 25, 2005

Fourth quarter: December 8, 2005

DISCLOSURE OF 1st QUARTER 2005 RESULTS

Conference Call

¢ A conference call for analysts and institutional investors will be held on February 24, 2005
at1:00 p.m. ET.

s Access by telephone is 1-877-211-7911 or (416) 405-9310

s A recording of the conference call can be heard until March 3, 2005 by calling
1-800-408-3053 or (416) 695-5800. The access code is 3139876.

Webcast:
s The conference call will be webcast live at www.nbc.ca/investorrelations
o A recording of the webcast will also be available on the Internet after the call.

Financial Documents

e The quarterly financial statements are available at all times on National Bank’s website at
www.nbc.ca/investorrelations.

o The Report to Shareholders, supplementary financial information and a slide
presentation will be available on the Investor Relations page of National
Bank’s website shortly before the start of the conference call.

Transfer agent and registrar

For information about stock transfers, address changes, dividends, lost stock
certificates, tax forms and estate transfers, shareholders are requested to contact the transfer
agent, National Bank Trust Inc., at the address and telephone numbers below.
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National Bank Trust Inc.
Share Ownership Management
1100 University, 9th Floor
Montreal, Quebec H3B 2G7
Telephone: (514) 871-7171
1-800-341-1419
Fax: (514) 871-7442
E-mail: clientele@tbn.bnc.ca

Direct deposit service for dividends

Shareholders may have their dividend payments deposited directly via electronic funds transfer
to an account at any financial institution that is a member of the Canadian Payments
Association. To do so, simply contact the transfer agent, National Bank Trust Inc., in writing.

Dividend Reinvestment Plan

National Bank offers holders of its common or preferred shares a Dividend Reinvestment and
Share Purchase Pian through which they can invest in shares without paying any commissions
or administration fees. Participants may reinvest all cash dividends paid on their shares held or
make optional cash payments of at least $500 per payment, to a maximum of $5,000 per
quarter, to purchase shares.

For more information, please contact the Registrar, National Bank Trust Inc., at 1-800-341-
1419 or (514) 871-7171.

_30_
For more information:
Michel Labonté Denis
Senior Vice-President Dubé
Finance, Technology and Corporate Affairs Director
(514) 394-8610 Public
Relations
(514)
394-

8644



File No. 82-3764

NATIONAL BANK
TRUST

February 25, 2005

SUBJECT : NATIONAL BANK OF CANADA

To Whom it may concern,

As defined in the National Instrument 54-102, we hereby confirm that on February 25, 2005 we have
sent a copy of the “Quarterly Report to shareholders — First Quarter ended January 31, 2005”, to all
registered holders of the Supplementary Mailing List of the above-noted Company.

We trust the above is to your entire satisfaction.

Yours truly,

SHARE OWNERSHIP MANAGEMENT

Per : (signed) Svylvie St-Pierre

Technical Advisor
Tel. : 1 (800) 341-1419

900-1100 University Street
Montréal (Québec)
H3B 2G7



TRUST
BANQUE NATIONALE

Le 25 février 2005

Objet : BANQUE NATIONALE DU CANADA

Mesdames, Messieurs,

Tel que défini dans la norme canadienne 54-102, la présente est pour vous confirmer que le 25 février
2005 nous avons effectué ’envoi du “ rapport trimestriel aux actionnaires — premier trimestre terming le
31 janvier 2005” aux actionnaires inscrits a la liste supplémentaire de la compagnie susmentionnée.

Nous espérons le tout conforme et vous prions d’agréer, Mesdames, Messieurs, I’expression de nos
sentiments les meilleurs,

GESTION DE L’ACTIONNARIAT

PAR : (signé) Svlvie St-Pierre
Conseiller technique
Tél. : 1 (800)341-1419

900-1100 rue University
Montréal {Québec)
H3B 2G7
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Press Release
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For immediate release

National Bank announces new preferred share issue s i oA
AN [OR S TN 4

Montreal, February 24, 2005 - National Bank today announced a domestic public’ " '(';P' sy
offering of $200 million of Non-Cumulative Fixed Rate First Preferred Shares Series ™

16 (the “Preferred Shares™).

The Bank will issue 8 million Preferred Shares priced at $25 per share and holders
will be entitled to receive non-cumulative preferential quarterly dividends in the
amount of $0.303125 per share, to yield 4.85 per cent annually.

Subject to regulatory approval, on or after May 15, 2010 the Bank may redeem the
Preferred Shares in whole or in part at a declining premium,

The net proceeds of this offering will be used for general business purposes and will
qualify as Tier 1 capital of the Bank.

The offering will be underwritten by a syndicate led by National Bank Financial Inc.
The expected closing date is March 15, 2005.

The Preferred Shares have not been and will not be registered under the United States
Securities Act of 1933, as amended, and may not be offered, sold or delivered within
the United States of America and its territories and possessions or to, or for the
account or benefit of, United States persons except in certain transactions exempt
from the registration requirements of such Act. This release does not constitute an
offer to sell or a solicitation to buy such securities in the United States.

About the National Bank of Canada

National Bank of Canada is an integrated group which provides comprehensive financial services to
consumers, small and medium-sized enterprises and large corporations in its core market, while offering
specialized services to its clients elsewhere in the world. The National Bank offers a full array of banking
services, including retail, corporate and investment banking. It is an active player on international
capital markets and, through its subsidiaries, is involved in securities brokerage, insurance and wealth
management as well as mutual fund and retirement plan management. The National Bank has assets of
more than 890 billion and, together with its subsidiaries, employs close to 17,000 people. The Bank's
securities are listed on the Toronto Stock Exchange (NA:TSX). For more information, visit the Bank's
website at www.nbe.ca,

-30-

Information: (The telephone number provided below is for the exclusive use of
Jjournalists and other media representatives.)

Denis Dubé

Manager, Public Relations Department
National Bank of Canada

Tel.: (514) 394-8644

Public Relations Department
National Bank of Canada

600 rue de La Gauchetiére West
10th Floor

Montréal Quebec H3B 412
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This pricing supplement together with the short form shelf prospectus dared July 14, 2003, to which it relates, as amended or supplemented, and cach document
incorporated by reference therein (the "Prospectus”) constitutes a public offering of securities pursuant to the Prospectus only in the jurisdictions where they may
be lawfully offered for sale and therein only by persons permitted 1o sell such securities. No securitics commission or similar authority has in any way passed
upon the merits of securities offered hereunder and any representation to the contrary is an offence.

The Notes to be issued hereunder have not been, and will not be, regisiered under the United States Securities Act of 1933, as amended (the "U.S. Securities Act")
and, subject to certuin exemptions, may not be offered, sold or delivered, directly or indirectly, in the United States of America o_rforgﬁ[xk, accounfor benefit of

UL.S. persons. a. cj'

Pricing Supplement No. 17 dated February 18, _20035.

(to the short form shelf prospectus dated July 14, 2003)

B8 NATIONAL BANK OF CANADA -
NBC Ex-Tra Total Return Linked Notes Due 2015

Capitalized terms not otherwise defined in this pricing supplement have the meanings attributed to them in the Prospectus.

SERIES: Series 2005-02 Notes CUSIP No.: 633067525
ISIN No.: CA 6330675258
ISSUE SIZE: Minimum 100,000 Notes (CDN$10,000,000)
Maximum 250,000 Notes (CDN$25,000,000)
INITIAL INDEX VALUE: CDNS$99 per Note
ISSUE AND DELIVERY DATE: February 22, 2005
NET PROCEEDS TO BANK: Minimum CDN$ 9,900,000
Maximum CDNS$ 24,750,000 (if all the Notes are sold and excluding expenses of issue)
NUMBER OF NOTES OF ALL
SERIES OUTSTANDING: 2,647,408 (excluding those described in this Pricing Supplement)
MATURITY DATE: February 23, 2015
MANAGEMENT FEE: 1.00% per annum
SERVICE FEE: 1.00% per annum

National Bank Financial Inc., the Agent, is an indirect wholly-owned subsidiary of National Bank of Canada
(the "Bank"). As a result, the Bank is a related issuer of National Bank Financial Inc. In connection with this offering, no
benefit other than the Agent's fee will be received by National Bank Financial Inc.

Recent Development Relating to the Program

Under the heading “The Program — Determination of the Net Asset Value of the Program and the Net Asset Value per
Unit” of the Prospectus, the Bank has indicated that an independent auditor has been retained on behalf of Noteholders to
audit, on a semi-annual basis, the financial statements of the Program, the NAV per Unit and the Index Value. The scope
of the audit with respect to the Program has been amended by the Bank; only the NAV per Unit and the Index Value will
continue to be subject to a semi-annual audit. The semi-annual audits of the financial statements of the Program have
been discontinued.

Documents Incorporated by Reference

There are no documents, other then those specifically listed in the Prospectus or any amendment or supplement delivered
herewith, filed with the Superintendent of Financial Institutions and the securities regulatory authorities in each province and
territory of Canada which need to be incorporated by reference and form an integral part of the Prospectus other than:

a. the Annual Information Form of the Bank dated January 18, 2005;



the Audited Consolidated Financial Statements of the Bank for the year ended Cctober 31, 2004, together with the
Auditors’ Report thereon, which include comparative audited consolidated financial statements for the year ended
October 31, 2003 and management’s discussion and analysis as contained in the Bank’s Annual Report for the jyear
ended October 31, 2004; and

the Management Proxy Circular dated January 13, 2005 in connection with the Bank’s annual meeting of shareholders to
be held on March 2, 2005, excluding those portions which, pursuant to National Instrument 44-101 of the securities
regulatory authorities, are not required to be incorporated by reference.
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A responsible bank

In recent years, corporate
social responsibility [CSR)
has been much discussed
in think tanks and business
circles. While CSR has
been the subject of many
articles in the media, the
concept is still relatively
unknown.

For some, CSR is defined
by the donations a business
makes to philanthropic
organizations. For others,
it also includes the jobs a company creates and the resulting
economic and social benefits. CSR is all that—and much more.
It is the way a company ensures the equitable treatment of all
of its stakeholders in all its activities. Business and society

are interdependent. They rely on each other for their mutual
well-being. Business leaders intent on running their companies
according to CSR principles will strive to integrate the economic,
social, ethical and environmental aspects of their activities

in order to meet the expectations of all stakeholders.

At National Bank, we continued our CSR initiatives in 2004

by providing ongoing support for philanthropic activities across
Canada, taking action to continue developing sustainable
relationships with both individual and business clients in order
to meet their needs and expectations, creating a supportive
work environment where employees can achieve their full
potential, continually implementing new rules of conduct

to ensure sound and effective governance, financing green
businesses, and providing our shareholders with a solid return
on their investment.

In 2004, we reviewed our donations policy to ensure that

it responded to current community needs and to further
recognize the commitment of employees who, on their own
initiative or on the Bank's behalf, give thousands of hours

of their time each year to a wide range of community causes.

Furthermore, we believe that developing sustainable relations
with clients depends on all employees working toward the
same goal, that is, to offer every individual or business client
superior quality service, everywhere and at all times.

In 2004, we pursued our commitment to continuously improve
quality across the organization by implementing programs

to focus all employees on a common goal: client satisfaction.
The special attention paid to service quality by the Bank

and its employees was recognized at the 2004 Grands Prix
quéebécois de (a qualité where we were awarded an honourable
mention in the large service company category.

We foster the development of the men and women who have
chosen us as their employer by consulting them regularly
and investing in programs, tailored to their expectations,
that further hone their skills. We are proud to have made
the 2005 list of the 50 Best Employers in Canada, pubtished
by The Globe and Mail's Report on Business magazine,

the Montreal daily La Presse and Hewitt Associates, a global
human resources outsourcing and consulting firm.

Since its inception, the Bank’s goal has always been to ensure
strict management of its activities. We have adopted rules

of conduct, policies and procedures to guide our activities, help
provide value for our shareholders and reliable, quality services
ta the various client groups we serve, and ensure an equitable
work environment for our employees and the fair treatment

of our suppliers and partners. This year, our efforts were
rewarded when we took top honours in the large company
category at the third edition of the Korn/Ferry-Revue Commerce
Awards for Excellence in Corporate Governance.

I would like to take this opportunity to commend our employees
and thank them for their important contribution. It is thanks

to their commitment, competence and hard work that the Bank
has been able to achieve its business objectives and continue
its work in order to assume its responsibilities towards all

of its stakeholders: the communities in which it operates,

our clients, our employees, our partners and our shareholders.

Réal Raymond
President and Chief Executive Officer
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2 I

A bank responsible to... its shareholders

THE RIGHT STRATEGY
AND OBJECTIVES YIELD
SOLID RESULTS

Our growth strategy

National Bank’s growth strategy is solidly geared to the
Canadian market, particularly Quebec. The model adopted by
the Bank is that of a super-regional bank, that is to say,

one that concentrates its resources in a given area rather
than deploying them country-wide. In its core market of
Quebec, the Bank aims to occupy a position of strength in

its Retail Banking, SME and Corporate Banking segments—a
position that will give it a solid footing it can defend against the
targer players with which it competes at the national level.

This super-regional bank model in no way prevents us from
moving beyond our core market. When doing so, however,
we must be selective and choose specialized niches in which
we wish to have a national presence, such as brokerage and
mutual funds.

Our key success factors

All banks with diversified operations have certain objectives
in common, namely, to ensure a varied range of profitable
products, credit quality, operational efficiency and sound
financial management. To take full advantage of its business
model, the Bank has also identified six key success factors
that underpin its orientations. These six factors involve
maintaining a dominant position in Quebec, keeping activities
outside Quebec very focussed, providing quality service to
attain a high level of client satisfaction, creating economies
of scope through a comprehensive product offering,
maintaining an excellent level of capitatization and forging
partnerships to increase revenues and reduce costs.

Our financial objectives
and results

Hundreds of thousands of Canadians are shareholders

of National Bank either through the direct ownership of Bank
shares or through their participation in pension plans that
invest in Bank shares. We have a responsibility towards them.
That is why we constantly strive to add value to their investment.
To this end, and in order to evaluate the success of our strategy
and our progress in achieving our key success factors, each
year we set specific, measurable financial objectives.

In 2004, the Bank achieved or exceeded all of its financial
targets. Net income was $725 million, up 16%, while earnings
per share reached $4.10, an increase of 22%. Return on
common shareholders’ equity was 18.8% versus 16.5% in 2003,
and 35% of net income attributable to common shareholders
was paid out as dividends. Lastly, the Bank maintained a Tier 1
capital ratio of 9.6%, the upper limit of the target range.

The following table shows our 2004 results compared with
our 2004 objectives as well as our objectives for 2005.

Objectives and results

2004 2004 2005

Objectives Results Objectives

Growth in earnings per share 5% - 10% 22% 5% - 10%
Return on common

shareholders’ equity 15% - 17% 18.8% 16% - 18%

8.75% - 9.50% 9.6%
35% - 45% 35%

more than 8.5%
35% - 45%

Tier 1 capital ratio

Dividend payout ratio

Our commitment
to our stakeholders

The performance of a bank is measured not only in financial
terms, but also by its ability to meet the expectations of its
partners.

We have been present in the communities in which we operate
for close to 150 years and are an integral part of them.

We have a responsibility to them—a responsibility we assume
by participating in their economic and social development
through our commitment, and that of our employees,

to improving the quality of life of our society. The section
“Atradition of helping others” summarizes our donations,
philanthropic activities and social sponsorships for 2004

and includes tributes to the generosity of our employees.

Our success depends on our ability to build long-term
relationships with our clients. For this reason, we have made
quality service and client satisfaction our top priorities.

The "Superior service quality” and “A partner of choice for
SMEs” sections of this Report present the programs, products
and services we have implemented to meet the needs of the
different groups of clients we serve.

Another critical element is the competence of our staff. We

are continually investing in order to create a veritable culture
of excellence and attract, develop and retain top talent. The
section "A supportive work environment” describes the range
of programs offered to meet the expectations of our employees
and enable them to fulfill their potential.

Detailed financial information is available in our 2004
Annual Report, which can be found on the Bank’s website
at www.nbc.ca under /nvestor Relations.
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ATRADITION
OF HELPING OTHERS

For atmost 150 years, National Bank has been an integral

part of the communities it serves. We contribute to

their economic development through the services we
provide our individual and business clients and to their social
development through our commitment to improving the quality’
of life of our fellow citizens. We demonstrate this commitment’
through donations, philanthropic activities, sponsorships as -
well as the volunteer efforts of employees and the dedlcatlon ,
of our senior officers.

In 2004, the Bank and its subéidiakiescontributed $12 milktiq‘rvw'ﬁf“

to hundreds of Canadian education, health care, cultural

and community assistance organizations through corperate
donations, sponsorships, in-branch fundraising activities and
various benefit events.

Each year, we receive several thousand requests for donations. In
2004, we distributed over $5.5 million to hundreds of organizations

across Canada and invested close to $4million in sponsorships. The

many fundraising activities organized by our branch employees
raised over half a million dollars for local organizations. Bank
employees also held nurnerous events, inctuding golf tournaments
and benefit dinners, which provided commumty groups with”
some $2 million in funding this year.

This past year, the Bank revised its donations policy to

better reflect the current needs of communities as well as

to promote and recognize employees’ volunteer work. Our
policy gives priority to causes and organizations in the fields .
of education, health care, community assistance and culture.
Requests for funding are analyzed by & donations committee -
which determines the amount to be granted. ‘

{n 2005, we will be adding a section to.our website
where organizations will be able to find information
on the sectors we support and the procedure for
requesting a donation or sponsorship.

Supporting skills
development

Education is one of our core values. We firmly
believe that the development of skills is the
foundation for a fulfilling life and sound economy.
We therefore encourage young people and adults
to pursue or resume their studies so that they
can actively contribute to the sustainable
economic development of our society.

" The Bank and its subsidiaries promote the quality of post-

secondary education and facilitate access to educational

institutions through donations to several Canadian colleges

and universities. We encourage the pursuit or continuation
of studies by establishing bursaries and support a variety
of educational programs aimed at advancing knowledge

in many fields. In 2004, our contribution to the educational
sector accounted for 23% of our donations. Below are some

" examples.’

~ Financial supﬁOrt for Canadian universities

Réal Raymond, President and Chief Executive Officer of
the Bank, and himself a graduate of the Université du Québec

3 Montréal, continued his efforts to ensure the success of

the UQAM fundraising campaign, which began in 2002 and

‘will continue through 2007. As campaign chairman, Mr. Raymond

has increased the awareness of business leaders to the
importance of funding UQAM to ensure that it continues offering
high-quality education to people who are broadening their skill
sets while working. In 2003, the Bank pledged $2 million over
10 years to this campaign.

- To ensure the sustainable economic development of our society,

it i$ essential to train financial specialists who will be able
to help. companies grow and thrive. It is therefore important
that doctoral students have access to adequate funding in

- order to pursue their research. In 2004, the Bank pledged

$1 million to Concordia University's John Molson School

-of Business to establish a new PhD fellowship program to

support the work of doctoral candidates in the field of finance.
Over the next 10 years, this program will provide students

‘working towards a PhD in finance with valuable financial

assistance in the form of $20,000 fellowships.

Co merc«al Bankmg and lntematmnat at the Bank




NATIONAL BANK OF CANADA, 2004 SOCIAL RESPONSIBILITY REPORT

A bank responsible to... the community

To mark the 400th anniversary of Acadia,
the Bank made a $500,000 donation

to the University of Moncton, one of

the leading institutions in Acadia and

a beacon for francophone culture in
Eastern Canada. Our donation was made
as part of the university's Excellence
fundraising campaign. The Bank has
been a partner of this university since

it was founded 40 years ago.

Realizing dreams of an education

The Bank is one of the main sponsors

of the Virginie Bursary Program
launched by Aetios Productions and
Radic-Canada, responsible for producing
and airing the popular French-language
TV series about a high school teacher.
Thirty bursaries worth $20,000 each
have been awarded to students or young
people and adults who want to go back
to school. To qualify, participants were
asked to write a text about their dreams
of an education and the hurdles they
faced. Over 200,000 texts were submitted,
exceeding all expectations.

Visual arts in support of education
For the 5th consecutive year, the Bank,
National Bank Financial and the Iris art
gatlery organized a vernissage of works
by Quebec artists on behalf of the
Fondation du Collége Montmorency.
Over 200 people attended and a total

of $4,000, representing 10% of sales,
was donated to the foundation for

the acquisition of new technology

for Cégep Montmorency in Laval, just
outside Montreal.

Learning how to manage a budget
Teenagers who know how to budget
have mastered an invatuable skill.
Again this year, employees of the Bank
became “volunteer bankers,” holding
seminars on how to plan and manage
a budget for high school students in their
community. These employees give
willingly of their time as part of

the Canadian Bankers Association’s
“There's Something about Money”
program.

Pencils for Guatemala

Guatemala has a major literacy problem.
Many children do not know how to read
or write, and poverty prevents parents
from buying their children school
supplies. The Canada-Guatemala
Chamber of Commerce has launched

a campaign to collect school supplies,

especially pencils, to distribute to the
country’s various regions.

Employees of National Bank Securities
Advisory Service and TelNat actively
participated in this campaign. They
collected close to 5,000 pencils which
were sent to Guatemala during the
summer of 2004.

The Nationat Bank Bursary Program
is managed by the Quebec Foundation
for Athletic Excellence. It is open to all
athletes who participate in an Otympic
aratympic discipline and features
three categeries: Excellence, Elite and
Hopréf;,uts.«

“It's really important
to support our athletes
as soon as they make
their mark on the national
and international scenes
because they need our backing
long before they win @ medal.”
- Sylvie Bernier,

Spokesperson for the Quebec Foundation
for Athletic Exceltence

met 2 platform diving at tha Olympics in Athens, .~ -

tudying socidl work at the Universitd de Montréal, . -
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The Bank donated $50,000 to the Fondation pour
{alphabétisation. Luc Papineau, Senior Vice-President
- Sales and Personal Banking at the Bank (centre],
with Sophie Labrecque, Chief Executive Gfficer of

the Fondation, and Alain Denis, Literacy Ambassador.

Learning to read and write

According to the latest International
Adult Literacy survey, 21.1% of
Quebecers and 17% of Canadians
between the ages of 16 and 45 have
low literacy skills. In order for everyone
to be able to read, understand and

use written information to improve
their knowledge and achieve their full
potential, in 2004, we pledged $50,000
over five years to the Fondation pour
lalphabétisation, an organization
committed to ensuring that all adults
have access to basic training in reading
and writing.

The Fondation, which pairs up individuals
and organizations who want to help
adults who have poor reading and
writing skills, has the largest network
of volunteer tutors (individuals and
organizations] in Canada.

Supporting
causes that
promote health

At the Bank, we believe it is important
to contribute to causes related to
community health and wellness. We
provide financial assistance to hospitals
for the purchase of sophisticated
medical equipment, and funding

for medical research leading to the
discovery of treatments or cures

for serious illnesses.

In 2004, we continued to support
numerous hospitals and research
facilities across Canada. Below are
some of the ways we contributed to
the health sector in 2004,

Supporting health care institutions
across the country

Hépital Sainte-Justine is a world-class
centre for pediatric and perinatal care
affiliated with the Université de Montréal.
In 2007, Hépital Sainte-Justine will celebrate
its 100th anniversary. It is recognized for
its three-fold mission—care, research and
teaching—as well as for its commitment
toward children and mothers. In 2004,
we pledged $1.25 million to the Fondation
de [Hépital Sainte-Justine as part of

its “Growing Up Healthy" campaign.

Our contribution will go toward building
a state-of-the-art research centre

and academic pavilion, constructing
technology wings and refurbishing
clinics and health care units as well

as expanding the cancer centre.

Toronto General Hospital is leading the
way in cardiac care, organ transplants
and the treatment of complex medical
conditions. Toronto Western Hospital
is located in the heart of the city and
has provided community care and
speciatized services for more than

100 years. The Bank and its subsidiary
National Bank Financial have pledged
$400,000 over five years to the fundraising
campaign of the Toronto General

& Western Hospital Foundation.

The funds will be used to establish the
E.D. Wigle Chair in Cardiology Research
and to create a teaching position
specialized in the cardiac problems

of women with high-risk pregnancies,
as well as a research scholarship in
cardiovascular surgery.

In 1996, the Enfant-Jésus and Saint-
Sacrement hospitals in Quebec City
merged to form the Centre hospitalier
affilié universitaire de Québec whose
mission is to provide general, specialized
and ultra-specialized health care. In 2004,
we pledged $250,000 over five years to
the Fondation des hépitaux Enfant-Jésus
- Saint-Sacrement as part of its 2003-2007
development campaign. The proceeds
will go toward seven priority projects
involving the trauma, neurology,
ophthalmology, breast disease, outpatient
and research centres, and the digitizing
of radiology files.

The St. Boniface Hospital & Research
Foundation is dedicated to making
quality health care and research
initiatives a reality for its community.
Established in 1871 by the Grey Nuns,
St. Boniface General Hospital plays a
vital role in providing health care services
to the people of Manitoba. It was the
first hospital in Western Canada and

is now one of the leading research

and patient care facilities in the country.
The Bank has pledged $100,000 over
five years to the Foundation’s “"HeartCare”
fundraising campaign. These funds will
be used to construct the new I.H. Asper
Clinical Research Institute, dedicated to
the discovery of innovative treatments
for heart disease.
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ey

s * ‘Helping researchers’

- established in 1978 toraise funds to .

The Fondation Armand- Frappler Wwas: s

support researcher's and students :
and finance various research and hlgher
education programs at the Insutut '
Armand- Frappler :

National Bank of Canada Fund,

researchers witl now be able

“With the creation of the
more young doctoral

to study full time.
This generous contribution
will advance the scientific
research needed to perfect
new therapies and improve
the quality of life
of our fellow citizens.”

- Clément Joly, FCA,
President and Chief Executive Officer,
Fondation Armand-Frappier

Myriam ‘Jean, doctoral student in blology at the INRS-Institut Armand-Frappier
and recipient of the 2004 National Bank scholarship, is pursuing research
into the treatment of diabetes.

n erpetuaty to 3 doctoral s‘mdent

Our branches get involved

Our network of branches is regularly
called upon to lend a hand in fundraising
efforts for local, regional and national
organizations. For instance, we have
supported the annual fundraising
campaign of the Foundation for
Research into Children’s Diseases for
the past nine years by selling tickets in
our Quebec branches for the National
Bank Ovide Duck Race, a poputar annual
summer event in Montreal. This year,
picnic blankets were also sold, helping
to raise $191,000.

Wearing jeans for a good cause

On May 11, 2004, over 1,400 Bank
employees in the Montreal region each
paid $5 for the privilege of wearing jeans
to work on National Denim Day. This
intiative raised $7,800 for the CURE
Foundation, an organization that funds
basic and clinical research on breast
cancer.

Preserving dignity

The Maison Victor-Gadbois, located in
Saint-Mathieu-de-Beloeil on Montreal's
South Shore, provides palliative care,
free of charge, in an atmosphere of
dignity and serenity, to terminally itl
cancer patients aged 18 and over.

As part of the sixth annual auction in aid
of Maison Victor-Gadbois, South Shore
employees organized a fundraising drive
in the branches, sold tickets and
collected various items to be auctioned.

The Bank also donated $5,000 to
sponsor the event, which this year was
organized by a National Bank Financial
employee.

Funding pediatric oncology research
Once again this year, to support research
and treatment in pediatric oncology,
employees at our New Brunswick
branches organized two activities to
raise funds for the Dr. Georges-L. Dumont
Hospital Foundation and the Beauséjour
Medical Research Institute. They held

a golf tournament in the summer and,
in the winter, sold Christras cards
illustrated by children undergoing
cancer treatment at the Dr. Léon-Richard
Oncology Centre. They raised $25,000
through these two activities.
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A sale-leaseback transaction
beneficial to the community

In 2004, National Bank Financial was
the lead financial advisor in a sale-
leaseback real estate transaction
between St. Joseph Corporation and
Summit REIT. This transaction, which
raised over $35 million for St. Joseph
Corporation, was a key transaction
for one of Canada’s leading corporate
citizens. At the heart of St. Joseph
Corporation’s "Values and Guiding
Principles” is a deeply rooted sense
of social responsibility which it
demonstrates by donating 10% of

its yearly profits to causes such as
children’s charities, education and
medical research.

Cycling for multiple sclerosis

For close to 10 years, employees of
National Bank Financial have hopped on
their bikes for the MS Bike Tour to raise
funds for research and services

for people with multiple sclerosis.

In 2004, some 40 employees and their
families joined the groups in Quebec
City and Laval, raising more than
$33,000 for MS research and services.

Sdme 40 Nationai Bank Financial employees and their
families participated in the MS Bike Tour to benefit research
into multiple sclerosis. o o

Community assistance
- the foundation
for a better society

In its document "Building Caring
Communities and Supporting their Ability
to Act,” Centraide of Greater Montreal
notes that: “mutual aid develops ties
between people and frees up their
immense potential for creativity.”
Community assistance promotes more
caring communities in which people
have an opportunity to achieve their full
potential. We realize that we are a link
in the chain of community assistance,
contributing to the social development
of the communities where we are present.
That is why the Bank and its employees
support organizations dedicated to
promoting community well-being and
helping those in need. Here are some of
the causes we supported this past year.

People who help people

who help people

This United Way/Centraide slogan
certainly illustrates the role this important
organization plays in Canadian
communities. Every year,

the Bank, its subsidiaries and
employees contribute to United
Way/Centraide campaigns right
across the country.

In 2004, the efforts deployed by
the Bank’s campaign coordinators
to rally personnel to this cause
succeeded in raising $578,789 in
donations from employees and
retired employees, a 13% increase
over 2003. The Bank added a
corporate donation of $480,000
for a total contribution of over

$1 million to the Centraide of
Greater Montreal campaign.

Elsewhere across Canada, employees
and the Bank donated a total of $310,000
to the United Way/Centraide campaigns.
National Bank Financial and its employees
also donated close to $300,000, bringing
the total donated to United Way/
Centraide to over $1.6 million.

Moreover, we invited our clients to give
to Centraide by including a donation
reguest in 500,000 account statements
in September 2004,

Fulfilling a dream

Normand Léveillé, a former hockey
player with the Boston Bruins, had

his professional sports career cut short
when he suffered a brain aneurysm
during a gamein 1982. Only 19 at the
time, Normand had a promising career
ahead of him when tragedy struck.

He survived the aneurysm but was left
a hemiplegic [paralyzed on one side

of his body} and aphasic [his ability to
speak was affected).

Louis Vachon, Chairman of the Board of National Bank
Financial Group and Natcan Investment Management,

agreed to chair the 2004-2008 fundraising campaign for
the Centre Normand-Léveillé for persons with
disabilities and whose objectives inctude increasing
the Centre’s capacity.

Gradually, he learned to cope with his
new condition. This victory prompted
him to take on another challenge: to
build a fully accessible recreational
centre where people with disabilities
and their families and caregivers would
feel welcome. In 1995, this dream came
true with the opening of the Centre
Normand-Léveillé.

In 2004, Louis Vachon, Chairman of the
Board of National Bank Financial Group
and Natcan Investment Management,
agreed to chair the 2004-2008 fundraising
campaign of the Fondation du Centre
Normand-Léveillé. The Bank pledged
$150,000 over five years to the Fondation
to help renovate and increase the
Centre’s capacity and consolidate

its existing activities.
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Mira guide dogs

For seven years now, employees in

our network of branches have been
coltecting funds for the Mira Foundation
which trains guide and assistance dogs
for persons with visual or physical
disabilities. Last year, we raised nearly
$325,000, about 10% more than the
year before, through the sale of key
chains bearing the image of a Mira
guide dog.

In 2004, the Bank also gave the Mira
Foundation the amounts received

from the recycling of printer cartridges
used in our offices and branches.
About $57,000 was raised in this way
for the Foundation.

Walk-a-thon

for the Chinese community

The Mon Sheong Foundation is an
important charitable organization

that provides services to Toronto's
Chinese community, including a home
for seniors, and a school where children
can learn to read, write and speak
Chinese.

Employees at our Toronto branches
that serve an Asian clientele have
participated in the Foundation's annual
Fun Run & Walk for about 10 years.

in 2004, they succeeded in raising more
than $10,000.

Easter Seals March of Dimes

The March of Dimes was established

in 1938 by U.S. President Franklin D.
Roosevelt, a polio victim, to raise funds
for polio research and to assist polio
victims. Over the years, its mission has
broadened and it has become one of
the most important charities in Canada,
serving people of all ages with physicat
disabilities.

For the seventh consecutive year,

our employees in Edmonton, Alberta,
took part in the Easter Seals 24-Hour
Relay in their city on June 26 and 27,
2004. Their team, dubbed The National
Bank Machines, raised nearly $16,000
on behalf of the organization. The team
was named top corporate fundraiser
and three employees ranked among the
top 20 fundraisers. Craig Braun, Senior
Manager - Oil Field Services, collected
nearly $9,500 single-handedly.

Promating physical activity

among young people

For the past six years, Diane Godbout
and Mireille Couillard, employees in
the Chaudiére-Appalaches region of
Quebec, have volunteered for the Défi
Bangue Nationale - Course sur route
de Istet, an annual National Bank
activity held as part of the Circuit de
course a pied des deux rives foot race.
This year’s run drew 200 participants
and the $1,000 raised was donated to
the Ecole secondaire Bon-Pasteur for
its physical fitness week. Throughout
this activity, high school students and
staff are encouraged to get moving,
either walking or running, to log 2,500
kilometres by week’s end.

Community assistance

outside of Canada

Natbank, a subsidiary of the Bank
established in 1994, operates two
branches in Florida: one in Pompano
Beach, the other in Hollywood. Last
year, Natbank set up the Raymond-
Gélinas Foundation as a tribute to

Mr. Gélinas, President and founder
of Natbank, who passed away in 2003
and was known for his community
service work. In 2004, the more than
$6,000 raised through Natbank's annual
golf tournament was turned over to
the Foundation, which supports local
community organizations.

Contributing to the well-being

of children with disabilities

For the past five years, National Bank
Insurance, in collaboration with AXA
Canada, has organized a gala fundraising
evening on behalf of the Quebec Society
for Disabled Children. Since 1930, this
organization has been committed to
helping children with disabilities lead
full lives and to providing their parents
with the support and assistance they
need. In 2004, the benefit raised $85,000
for the Society.

A new look on behalf

of homeless youth

During a business trip with 25 of his
top investment advisors, Kym Anthony,
President and Chief Executive Officer
of National Bank Financial Group, was
issued the following challenge: each
advisor would donate $1,000to a
charitable organization of Mr. Anthony’s
choosing if he agreed to dye his hair
blond. Kym Anthony accepted the
challenge, and two charities providing
services to homeless youth, Toronto's
Yonge Street Mission and Montreal's
Dans la rue, each received $12,500.

Golfing for a cause
During the summer, Bank regions
across the country organize golf

community organizations. For

example, for the past 14 years,

have organized a golf tournament
to benefit 14 local charities.
The $80,000 raised at the 2004

the well-being of communities.

“Lue Papinleau,'Senior Vice-President - Sales and Personal Banking; Louise Simard, Senior Manager

- Commercial Banking, North Shore; Pierre Dubreuil, Senior Vice-President - Commercial Banking,

Greater Montreal and Southern Quebec; Jacques Naud, Regional Vice-President, Laval/North Shore;
Raymond H. Keroack, Vice-President - Commercial Banking, Laval/North Shore and Abitibi/Témiscamingue;
and Kathleen Zicat, Vice-President - Sales and Personal Banking, Laval/Northern and Western Quebec.

tournaments to raise funds for local

employees in the Laval/Laurentians/
Lanaudiére region north of Montreal

-tournament will be used to improve
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fﬂThe National Bank Deﬁ spom
' champlons

respective disaplmes for Defl sportlf

dfor equaUty and social mtegratlon

The champxons are selected for their

dia and the generat pubtqc

National Bank D&ff sportif champions in the
company of Lynn Jeannint, Vice-President
~Marketing and Public Affairs; France Pelletier,
Manager of the Equity and Diversity Departrnent
at the Bank; athlete Chantal Petitclerc (the first
.. ihree onthe left) and other spokespev song

;. of the event.

Culture: making
our lives richer

Promoting art and culture is also part

of our responsibility to the community.
For over 100 years, our commitment

to the visual arts has been immediately
apparent to visitors to our branches

and Head Office, where prints, drawings,
paintings, sculptures and photographs
from our collection of Quebec art are
exhibited. With over 6,000 original works
of art, National Bank boasts one of the
largest corporate collections in the country.
In addition to encouraging visual artists,
we support creators in the performing
arts, as well as numerous cultural
institutions across the country. Below
are some examples of our contribution
to the arts and culture in 2004.

A new auditorium in Rimouski
Rimouski is the regional capital of the
Lower St. Lawrence administrative
region in Quebec. It is also the region’s
cultural centre and the site of a new
auditorium that was designed to serve
the cultural needs of people in the
Rimouski region. in 2004, the Bank

donated $50,000 for the construction

of this new facility, which will seat close
to 900 and host a variety of activities
and attractions.

An award celebrating Quebec literature
The Prix littéraire des collégiens is a
tribute paid by young people to
contemporary Quebec literature. It
seeks to foster a love of reading, a
critical eye, writing skills and creativity
in young people. Every year, Quebec
college students are invited to read five
works selected by a committee of
literary critics and to discuss them in

class. A jury, composed of students from

the participating colleges, then selects
the winner.

This year, the Bank donated $10,000 to
the Prix littéraire des collégiens. These

funds were used to provide books to the

colleges and award prizes to
participants, including a cultural trip to
France. The 2004 Prix littéraire des
collégiens, which comes with a $5,000
purse, went to Ook Chung, a Quebec
writer of Korean descent, for his
collection of short stories, Contes buté.

Children’s theatre

Founded in 1984, the Maison Thé4tre
is a vibrant Montreal-based collective
of 22 theatre companies dedicated to
introducing young audiences to the
world of theatre. A partner of Maison
Théatre for 15 years, the Bank donated
$6,000 this year to help the Carrousel
theatre company produce a play for
children aged 7 to 10.

For the-past 15 years, the Bank has been

a partner of Maison Théatre, which is
dedicated to introducing children and young
people to the world of theatre,

S
.
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Altamira concerts for youth ,
Our subsidiary Altamira, a mutuat fund
company headquartered in Toronto,
operates the Altamira Foundation,
which provides grants to fund charitable
organizations that help children and
young people.

Every summer for the past 10 years, the
Altamira Foundation has staged free
performances on the shores of Lake
Ontario, in Torontc. What began as a
series of opera performances put on by
the Canadian Opera Company, has now
grown to include performances by

The National Ballet of Canada [starting -
in 2003) and the Toronto Symphony -
Orchestra [starting in 2004). In 2004,
donations from some 30,000 spectators
raised $52,000 for child and youth
organizations that focus on cultural
education.

The National Ballet of Canada is one of the three culturat organizations to participate

in Altamira Summer Arts, organized by Altamira’s Toronto staff, with all proceeds
going 1o the Altamira Foundation for youth arts education programs.

“These free,
outdoor performances
are very rewarding, both
for our exceptional artists,
and for Toronto audiences. Other
| am grateful for Altamira’s vision
and genuine enthusiasm
for enriching Toronto’s cultural
landscape.”

Education

Culture

Community Health

- James Kudelka, Artistic Director,
The National Ballet of Canada

1 hours every year [the equivalent of more The André Bérard Volunteer Award, for
E mp l'oye €s se rVI n g than 1 million full-time jobs}, fill 19 million instance, recognizes employees who
th elir communities volunteer positions and donate $8 billion have distinguished themselves through
annuatly. their volunteer work with a local organi-
According to the findings of the National , zation. Recipients of this annual award
Survey of Nonprofit and Voluntary The Bank encourages its employees for of an honourable mention) are given
Organizations released in September to give back to the community and a donation from the Bank to present to

2004, Canadians volunteer 2 billion applauds their efforts to do so. the cause they support.
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An example of courage

Pauline Ngirumpatse works in the
Bank's Loan Collection and Recovery
Department. A native of Rwanda, she
lost her entire family during the genocide
in that country 10 years ago in which
several hundred thousand people were
kitled. When she arrived in Canada

in 1994, instead of dwelling on the

past, she chose to look to the future by
co-founding Human First, an organization
dedicated to promoting greater awareness
of crimes against humanity. In 2004,

in conjunction with the Canadian Red
Cross in Quebec, the organization held
a ceremony at the Université du Québec
a Montréal to commemorate the 10th
anniversary of the Rwandan genocide.

A very active retirement

Jocelyne Hébert, a retired employee

of the Bank in the Quebec City region,

is very active in her community,
volunteering many hours to a variety

of cultural and community organizations.
For over three years, she has been a
volunteer with Quebec City's winter
carnival, where she works primarily in
the reception and protocol departments.
She has also volunteered with Opération

André Bérard Volunteer Award

In 2004, the André Bérard Volunteer
Award went to Richard Desrochers,
Agribusiness Account Manager in Saint-
Anselme, in the Chaudiére/Appalaches
region of Quebec, for his work with

the Maison de la famille de Lotbiniére.
This organization assists couples and
families experiencing difficulties by
lending a sympathetic ear and providing
aid and emotional support. Last year,
the Maison, which was founded in 1990,
introduced a family policy for the
Lotbiniére regional county municipatity.

Mr. Desrochers has worked as a volunteer’
with the Maison de la famille for 12 years’

and managed its foundation for six
years. He is also in charge of its
fundraising campaign, and serves as
the cook for community meals.

 this'disease. .

Enfant Soleil, a charity that works

to ensure that sick children receive

the best care possible, Opération Nez
Rouge, the Fétes de la Saint-Jean-Baptiste,
the Transat Québec/Saint-Malo, the Festival
de la gastronomie de Québec and the
Salon international du livre de Québec!

Tackling the drop-out problem

Louis Jr. Millette is a Senior Commercial
Banking Manager in the Mauricie region
of Quebec. He is also the driving force
behind Opération Persévérance scolaire,
a pilot program set up three years ago
by the Chambre de commerce et d'industrie
de Trois-Riviéres to encourage young
people to stay in school. Members of
the Persévérance scolaire committee,
headed by Mr. Millette, visit schools in
the region and share school, work and
personal experiences with students who
often fail to see the connection between
finishing school and getting a good job.
These meetings have been a great hit
with students and teachers alike, and
plans are being made to visit even more
public and private schools in the future.

An hénourable mention was awarded to

- Johanne Lavoie, a lawyer with the Legal

Affairs Department, and a volunteer
with the Réseau québécois pour la santé
du sein [RQSS) since 1999, where she
chairs the Board of Directors. The Réseau
provides psychological and moral support
as well as information and education
services for women with breast cancer
and their families. Ms. Lavoie decided

to volunteer with the RQSS after she was
diagnosed with breast cancer in order

" to give women ina similar position the

courage and emotional strength to fight

The Bank donated $5,000 to the .
Maison de la famille de Lotbiniére’
and $1,000 to the Réseau québécois
pour la santé du sein.

Preventing animatl cruelty

Nancy Wise is an Investment Associate
at National Bank Financial in London,
Ontario. Over the past 25 years, she has
donated some 150 hours of her time
every year to the London Humane Society,
an organization that shelters abandoned
animals until they can be adopted,

and works to prevent animal cruelty.

As a member of the fundraising
committee, she looks for monetary
support for events that benefit the
Society such as golf tournaments and
the "Bark in the Park” dog walk-a-thons.

Involved in her community

Sandra Genereux, Investment Advisor
at National Bank Financial in Kelowna,
British Columbia, is an active member
of the Ogopogo Rotary Club. The Club
is involved in many community causes
including NOW, a centre for women
victims of violence, the Rotary Lodge,

a lodge attached to the cancer clinic
where out-of-town patients can stay
during their treatments, and the Rotary
Centre for the Performing Arts.

Richard Desrochers, recipient of the 2004 André Bérard
Volunteer Award, is actively involved with the Majson

de la famille de Lotbiniére and serves as the cook
for community meals.
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Recognltlon

to quality

The Bank was proud to receive an
honourable mention at the 2004 Grands
Prix québécois de la qualité awards in
the large service company category in
recognition of its ongoing commitment
to quality and its efforts to increase

. The Graﬁds érik québécois
- de la-qualité, organized

for our commltment

- Ministére du DéVeloppemént ‘

jointly by the Quebec

économique et régional

et de la Recherche and

the Mouvemnent québécois
de lg qualité, seek to
recognize the work of
organizations that have
successfully applied best
management practices

" Michel Tremblay, Senior Vice-President - Personat Banking and Wealth Management
{centre), and Pierre Dubreuil, Senior Vice-President - Commercial Banking, Greater
Montreal and Southern Quebec (right), accepting the honourable mention awarded
to National Bank at the 2004 Grands Prix québécois de la qualité from Bruno-Marie

client satisfaction: to all aspects of théir an
operations:and achieved

exceptional results. .

Accessible
services tailored
to clients’ needs

We are constantly working to improve
our service offering and its accessibility
so that clients can choose the services
best suited to their needs.

Branch services

For several years now, many of our
branches have extended their business
hours to meet the needs of their clients.
The number of branches offering such
a service once again grew in 2004.

Furthermore, the vast majority of our
462 branches are accessible to mobility-
impaired clients.

Every year, we work on making our
branches more functional for employees
and more attractive for clients. In 2004,
close to $10 million was invested to
refurbish 24 branches across Canada.
These improvements were carried out by
local contractors, thereby contributing to
the economies of several communities.

In 2004, 5 new branches were opened,
4 were sold and 13 were relocated, merged
or closed. The clients and personnel of
6 of these 13 branches were transferred
to new premises, four of which were less
than 500 metres away.

The clients and personnel of the remaining
7 branches were relocated to existing
branches more suited to the needs

of all clients.

in order to minimize the impact of
a branch closing or relocation, we give

- Béchard, President of the Université de Sherbrooke and President of the jury.

clients four months’ written notice and
assist them during the transition period.
When a branch is located in a rural area
where there is no other branch within

a 10-kilometre radius, the clients are
given six months’ notice.

Branches closed Branches opened

Quebec

Quebec

102 boul. d'Anjou, Chéteauguay' ——j_ o .
238 boul. Saint-Jean-Baptiste, Chateauguay' 99 boul. d’Anjou, Chateauguay’
500 avenue de Buckingham, Gatineau™ :_ 101 rue MacLaren Est Gatineau?

529 avenue de Buckingham, Gatineau"’
5000 boul. Taschereau, Longueuil

2060-2 route 112, Saint-Césaire'?

872 montée Sainte-Thérese, Saint-Jéréme
8614 boul. Langelier, Saint-Léonard

2582 rue de l'immacutée-Conception, Saint-Ours

Ontario

40 Queen Street, Crysler
2 Mountainview Road South, Georgetown

Manitoba
191 Lombard Avenue, Winnipeg

Alberta
401-8th Avenue South West, Calgary’

322 montée des Pionniers, Lachenaie
2064 route 112, Saint-Césaire?

Alberta
301-6th Avenue South West, Catgary’

Branches sold

Quebec

299 rue Le Carrefour, Fermont
996 rue Quévillon, Lebel-sur-Quévillon

150 Place Commerce, Matagami
881 10° Avenue Quest, Senneterre

Note: Clients and personnel at the branches identified with a 1 were transferred to new premises
in the same town identified with a 2. The clients and personnel of the other closed branches
were relocated to existing branches. Branches with a 3 reopened less than 500 metres away.
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A bank responsible to... its clients

Technology at work for our clients
More and more clients are taking
advantage of our electronic services
for their transactions. Electronic
transactions currently account for

over 85% of all transactions, versus 6%
carried out at the counter. In fact, debit
card transactions now outnumber
counter transactions 6 to 1.

New technologies are also proving very
popular, with the number of Internet
transactions growing at nearly 70%

per year. As at October 2004, roughly
500,000 clients were signed up for

our Internet solutions, carrying out

an estimated 6.3 million visits and

18.5 million transactions each quarter.
Today, for every 100 transactions carried
out in person at the branch, 60 are done
online.

To keep pace with this demand,
the Bank invested $241 million in
technology this past year, including
$93 million for information system
maintenance and development.

We also added 14 new banking machines
to our network in 2004, bringing the
total to 770 across Canada. Keypad
shields were installed on all banking
machines inside branches to prevent
others from seeing clients enter their
Personal Identification Number (PIN).
Lastly, clients can now change their PIN
at our banking machines, a feature that
will allow clients to quickly obtain a new
PIN if they suspect that they have been
the victim of debit card fraud.

Transactions (breakdown)*

Counter 6%
Banking machines 20%
Telephone 2%
Cheque 8%
Internet 4%
Interac® Direct Payment 37%
Electronic funds transfer 23%

* As at October 31, 2004

New banking machines

Quebec

933 avenue du Pont Sud, Alma

10 boul. des Chateaux, Blainville

540 1™ Rue, lberville

352 boul. de lAnge-Gardien, LAssomption

8201 rue Saint-Jacques, Mirabel

3600 avenue de [Hotel-de-Ville, Montreal

753 boul. Arthur-Sauvé, Saint-Eustache

947 boul. du Séminaire Nord,
Saint-Jean-sur-Richelieu

465 route du Pont, Saint-Nicolas

6169 rue Principale, Sainte-Croix

2860 boul. des Promenades,
Sainte-Marthe-sur-le-Lac

199 boul. des Bois-Francs Sud,
Victoriaville

Manitoba
179 Provencher Blvd., Winnipeg

Alberta
301-éth Avenue South West, Calgary

Providing clients
with anywhere
access

Technology atso allows our clients to manage
their accounts wherever they are. By using
TelNat Telephone Banking Solutions,
clients can carry out transactions 365 days
a year, from 6:00 a.m. to midnight. TelNat
representatives can serve clients in

22 languages.

Our internet Banking Solutions offer
clients security, accuracy, speed and
accessibility. We are constantly
improving our website in response to
user needs. In 2004, we reviewed the
gateway page to the transaction site,
adding links to useful financial simulation
tools such as calculators. We atso added
close to 700 suppliers whose bills can
be paid online via our website, bringing
the total to 2,000 suppliers. Clients can
also now contribute to their Registered
Retirement Savings Plans (RRSPs]
online, from our transaction site,

at any time of day.

Home banking

Clients can now benefit from certain
banking services at home or wherever it
is convenient for them.

We were the first bank to start offering
clients mortgage services at home a
few years ago. Our team of roughly

200 Mortgage Development Officers,
who are based throughout most of the
country, visit existing or potential clients
in their own homes and explain the
benefits of the Bank's various mortgage
solutions and related products life
insurance, lines of credit, and the Home
Buyers' Plan]. They can then propose

a comprehensive offering tailored to
clients’ needs.

More and more clients are using our
financial planning services to effectively
manage their wealth. Some 300 financial
planners can meet with their clients

at home or, if needed, at the location

of their choice in order to offer them

the best possible solutions for all

their financial needs. After drawing

up a personal balance sheet with each
client and determining his financial goals,
the financial planner maps out a strategy
adapted to the client’s situation as well as
his needs, requirements and objectives.

A leading-edge,

user-friendly website for NBDB
National Bank Discount Brokerage
INBDB]) has updated its transaction
website, making it easier for clients

to navigate the site and manage their
investments. For example, clients can
now request up to five real-time quotes
simultanecusly and view up-to-date
stock market information in the new
Markets section. In addition, an advanced
securities research function allows
users to enter up to 15 search criteria
{price, market capitalization, etc.).
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A range of products
that meets
expectations

Smart solutions

This year, the Bank introduced All-In-One
Banking to help clients manage their
personal finances. This innovative financial
solution lets clients use the value of their
home or investments to consoclidate all
their financing in a single account.

Not only do they save substantially with
financing at the prime rate, they also
enjoy flexible repayment options,

and greater autonomy thanks to a

credit limit that is higher than with

a traditionat line of credit or personal
loan. In addition, clients pay no
administration fees and many banking
transactions are free.

Solutions for young adults )
Young adults need savings and financing
solutions tailored to their needs. In 2004,
we created a special section on our .
website for 18- to 24-year-olds, where
they can find out about the products
and services we offer them and obtain

A full range of accounts and packages
Given the immense popularity of Internet
banking and banking machines, we
offer the AccessPlus package, which
allows clients to carry out an unlimited
number of electronic transactions for
$10.95 a month.

Clients with modest incomes can choose
the Accessible package, available at a flat
monthly rate of $3.95, which includes

12 debits per month, two at the counter
and 10 electronically. /nterac® Direct
Payment, chegues, withdrawals for bill
payment via banking machines or transfers
through our Electronic Banking Solutions
(Internet and telephone banking) are
also among the services available free
of charge with this package.

We also offer banking packages geared
to the particular needs of students and
clients aged 59 and over. The NatPlus
package for clients 59 years and over
offers many account choices at attractive
rates, while ClickStudent gives students
unlimited access to all our electronic
banking services for just $2.75 a month.

- vatuable tihsvon planﬁi'n‘é th‘eir'fu‘ture,.% '

including how to choose an affordable
PC, figure out the cost of buying a car,
build a good credit rating, prepare a
budget, save for a major project, and
manage their personal finances.

Paying for purchases in the U.S.

with a National Bank debit card

Clients can now use their debit cards
for purchases at more than one million
retailers in the United States without
having to first convert their Canadian
dollars or withdraw cash from a banking
machine. Clients are issued a receipt
indicating the U.S. dollar amount of
their purchase, and the Canadian dollar
equivalent is debited from their account.

Online retirement
planning

This past year, the Bank partnered
with the Quebec Ministére de 'Emploi,
de la Solidarité sociale et de la Famille
and two other financial institutions

to produce Flash Retirement Québec,
a series of online information capsules
on retirement planning.

,13

Retiremethuébec

Available in English and French on the
websites of the Government of Quebec
and the partner financial institutions,
these capsules provide valuable
information in an easy-to-understand
format to help consumers take stock
of their financial situation, evaluate
their current and future needs, and
decide how best to plan and save

for their retirement.
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A bank responsible to... its clients

Enhancing financial
knowledge

The Bank and its subsidiaries have
developed several approaches to help
clients enhance their financial knowledge.

For example, Altamira offers a series

of seminars on relevant topics, such as
Basic Tax Strategies for Your Portfolio,
as well as seminars on various
investment products which are available
to existing and prospective clients.

This year, National Bank Discount
Brokerage also launched a series of
seminars to help clients become more
savvy investors. The Lunch & Learn
Investment Sessions and the Regional
Investment Seminars held in the
evening in several Quebec cities allow
clients to hone their investment skills.

Complying with
legislation
“and regulations

On a day-to-day basis, employees of the
Bank and its subsidiaries are responsible
for ensuring compliance with legislation
and regulations. Three new Compliance
Managers have been added in 2004 and
have been given the mandate to guide
employees and oversee compliance.

In addition, a compliance structure has
been integrated into branch operations.
To implement this new structure, more
than 1,000 people were identified as
compliance officers, or their alternates,
in the units. To assist them in their work,
the Compliance sector organized about
100 information sessions and provided
them with a number of reference and
follow-up tools. A guide for Personal
Banking compliance officers in Quebec,
and another for the Wealth Management
line of business, were published this
year and will be updated regularly.
These guides recap the various compliance
measures to be followed in each sector:

The Regional Investment Seminars given by National Bank Discount Brokerage help people
learn more about finance.

Two new compliance manuals were
also prepared during the year. These
detailed manuals cover all aspects of
compliance with legistation, regulations,
policies and guidelines. One deals with
mutual funds and has been distributed
to some 2,000 registered mutual fund
representatives along with an
independent study course and the

other is for financial planners.

The "Ensuring strong, effective governance”
section on page 28 describes the measures
taken by the Bank to ensure the strict
management of its operations. it spells
out the role of the Compliance sector,
which is to protect the interests of clients
and shareholders as well as the Bank's
reputation and that of its employees.

It also describes the many corporate
governance regulations, policies,

and committees established to ensure
compliance with all the legislation,
regulations and guidelines governing

the Bank's operations.

Complaint
settlement process

When we receive a complaint, we view it
as an opportunity to review our services
and, if need be, improve them. If a client
has a grievance with us, he can submit
his complaint in a number of ways and
count on a prompt response, as the Bank
undertakes to acknowledge all complaints
within two business days of receipt.

Clients can contact our Mediation
Department directly via a toll-free
telephone number or by letter, fax

or e-mail. Moreover, clients can visit
our website, which includes a direct link
to the Bank's Ombudsman, and obtain
information about the complaint
settlement process.

in 2004, we continued to finetune our
settlement process to ensure complaints
are resolved to our clients’ satisfaction.
To this end, we restructured the way
complaints are handled to expedite their
resolution. As a result, the Mediation
Department now reports to the Bank’s
Office of the Ombudsman, resulting in
smoother communications between
the two departments, standardized
complaint management and an improved
settlement process for the client.
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Protecting

the confidentiality
and security

of information

The protection of personal information
is of paramount importance at the Bank.
The Privacy Code for Individual Customers,
described on page 30, sets out the
stringent measures we have adopted

to safeguard the privacy of the personal
information our clients entrust to us.

In 2004, we sent a pamphlet entitled
“Important information regarding your
right to confidentiality” to most clients
of the Bank and its subsidiaries with
their statements of account, apprising
them of these measures. In addition,
the Bank's confidentiality policy is
posted on every page of our website,

as are the ABCs of security, which are
updated regularly and offer valuable
advice on the best ways to protect
yourself when surfing the Internet.

We also appointed Yves Breton, President
of National Bank Discount Brokerage,
as Privacy Officer to represent the Bank
and its subsidiaries in dealings with

the Privacy Commissioner of Canada.

In addition, we have undertaken a
thorough review of the confidentiality
program and policy so as to strengthen
their effectiveness, whenever necessary.

Secure electronic transactions

For several years now, we have put

a lot of effort into protecting personal
information and the integrity of
transactions carried out via our website.
In fact, National Bank was the first
financial institution in the country to
offer the Peace of Mind Guarantee to
individual clients. Under this guarantee,
we pledge to reimburse users of our
Internet Banking Solutions for any
losses caused by fraud while using

our sites, provided they have properly
safeguarded their access code,
password and personal computer
equipment.

In 2004, we continued to work closely
with our partners to further build on our
expertise in information security. We keep
abreast of the latest developments in
technology through an ongoing exchange
between our employees and our various
business partners: [BM, CGl and Bell
Canada.

We are also actively involved in interbank
and Canadian Bankers Association
committees, which, together with the
federal government, examine best
practices for protecting the banking
industry’s Internet infrastructures.

In 2004, the Fédération de l'informatique
du Québec once again recognized our
work by honouring us, and our partner
CG!, with an OCTAS award in the Business
Solutions category [companies with more
than 200 employees) for the excellence
of the invest and Grow project, designed
to enhance service to credit card holders
and prevent fraud.

. In 2004, we sent a pamphlet entitled -
~"Important information regarding your
" right to:confidentiality” to most clients -~ -
of the Bank and its subsidiaries with
their statements of account.

Our service quality
recognized by
prestigious firms

Once again this year, Altamira, National
Bank Discount Brokerage (NBDB]

and National Bank Securities Advisory
Service [NBSAS) were all honoured by
DALBAR, a prestigious financial services
research firm that measures the
performance of investment companies
on a number of levels, such as client
satisfaction, quality of service, and
communication effectiveness.

Altamira won the DALBAR mutual fund
French service award for 2004. NBDB
took top honours among Canadian
discount brokerage firms in the first

and third guarters of 2004 for the quality
of its client service, and NBSAS was
recognized for the overall quality

of its services for 2003.

Brendan Wood International (BWIJ,

an internationally renowned investment
industry consulting firm, annually surveys
Canadian institutional investors on

the performance of equity research
departments. In the 2004 BWI survey,
the research department of National
Bank Financial INBF} scored 7.5 out of
10 for the scope of its research, ranking
second with three other brokers. For the
fourth year in a row, NBF was first for its
“contact level” with institutional clients.
NBF also boasts 10 star analysts, that is,
analysts who are among the top three
in their sectors.
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Fmancmg health care research
2004 Natiohal Bank Financial led a syndicate of underwriters
a $23 75 mulhon publac offering for DiagnoCure Inc., a leading -

rand pmwder of immunoassay and molecular diagnostic
or the earLy detection of cancer. The proceeds.of the

A PARTNER OF CHOICE
FOR SMES

fur

' Qur spec;altsts keep up wsth the latest devel e
" markets, hone their knowledge and build up exte

networks of contacts, Theirwide' expertise nables
gain a deeper understandmg of their clients’

Serving enterprises in the health and life sciences sector ;'V The Bank believes it is important to support the research,

The Bank wants to ensure ongoing improvement in the quality ° development and marketing on a global scale of medical
of health care and health services. To this end, we broke new innovations. We understand regulatory requirements, as well
ground in 2004 by creating the National Bank Health Group, as the often-unique financial conditions governing companies
whose mission is to be the business partner of choice for in the life sciences sector, which encompasses biotechnology,
companies in the health care and life sciences sector, pharmaceuticals and biopharmaceuticals, health technologies,
' .- medical equipment, and health-related information technology.
Our specialists can advise clients in the health industry, - . -~ With their understanding of the many facets of business, such
throughout their company’s lifecycle, on a number of matters, -« as exporting, networking, partnerships and mergers/acquisitions,
including real estate concepts related to health care, medical - our specialists can counsel clients effectively on the best
clinics, medical laboratories and analysis facilities. They ..+ financing solutions and strategies.

understand the issues, legislative constraints and opportunities
inherent in the Quebec health industry and can provide sector- »
specific financing products tailored for this clientele.
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Effective online
business
management

According to a recent survey conducted by
the Centre francophone d'informatisation
des organisations (CEFRIO) and SOM
Léger Marketing, almost all Quebec
SMEs have been quick to embrace
information technology and the Internet.
However, only half of all companies in
Quebec use the Internet to do business
with suppliers and clients.

To help entrepreneurs meet this challenge
and see how they can use technology to
manage their business more easily,
National Bank and its partner, IBM, took
the “Connected to Your Business” trailer
out on the road. The 58-foot trailer,
stocked with state-of-the-art technological
equipment, stopped in six major cities in

Quebec this year to show SME owners how - )

Internet busineSs’soLutions canincrease
their productivity and competitiveness.

' Close to 200 business ownershada .

chance to try out our online business
solutions and see first hand that using
the Internet to pay suppliers, obtain
financing and manage payroll can boost
their productivity.

The "Connected to Your
Business” trailer visited
six major Quebec cities

to show SME owners

the benefits of using
Internet banking solutions.

Quick, easy and accessible financing

In keeping with its commitment to provide
small business owners with reliable,
high-quality service, the Bank introduced
BusinessFlex Solutions inc. This centralized
solution gives clients better access

to our products, services and financing
solutions, including the BusinessFlex
Line of Credit, which replaces the
Business Latitude Line of Credit.

BusinessFlex Solutions inc. allows clients
to do business with the Bank 12 hours

a day, from Monday to Friday, without
having to leave their office. The managers
at the BusinessFlex Centre inc. can be
reached by telephone, fax or e-mail. As
aresult, entrepreneurs can now apply for
financing, obtain products and services
or seek expert advice wherever they are.

Furthermore, a leading-edge technological
platform has streamlined and standardized
loan application processing.

BusinessFlex Solutions inc. is designed
for clients whose total credits at the
Bank do not exceed $250,000 and who
require an operating loan of between
$10,000 and $100,000. These small
companies generally operate in the
manufacturing, retail or service sectors.

Improving our online tools

Our transaction site is now faster and more
user-friendly. In 2004, we improved
navigation in Internet Banking Solutions
inc. to make it even easier for SMEs

to access and manage their banking
business.

Our range of online tools inctudes wire
transfers via the Internet for SMEs that
do business abroad. This service enables
clients to safely conclude transactions
with local or international partners in the
currency of their choice, directly from
their computer. The Bank automatically
assigns an exchange rate to each payment,
and the wire transfer is carried out
instantly online. The system provides
access to the 17 most commonly used
foreign currencies.

Planning assistance

To help SME owners plan and manage
their business, the Bank's website offers
entrepreneurs tips on preparing a business
plan and strategic plan, both of which
are vital in maximizing their chances of
success. There is even an advice section
explaining the factors that come into
play in credit analysis.
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Access to
information
- a key to success

Because the business world is continually
changing, it is important for entrepreneurs
to have access to up-to-the-minute,
quality business information and
networking opportunities.

Our website is full of information

that can help business owners stay
abreast of economic and market trends.
in addition to posting the latest rates
and returns, it features a weekly review
of the main markets, weekly, monthly
and quarterly economic analyses, and
our economists’ commentary on key
issues such as government budgets.

Our monthly electronic bulletin, Business
Solution - Web Edition, provides the
more than 18,000 entrepreneurs who
receive it with even more information
about how the Internet can benefit them.

The Bank’s Conférences inc. seminars
held in several Quebec regions also give
SME owners an opportunity to talk with
their peers and receive expert advice.

In 2004, our advisors organized seven
such seminars at which entrepreneurs
were able to discuss various issues and
learn more about a variety of subjects,
including Private investment
Management and farm transfers.

Planning a smooth transfer

In Canada, there are over one million

family-run businesses, accounting for
" about 80% of all the companies in the

country and 45% of the gross national

product.

Over the next 15 years, three quarters of
these business owners will be retiring and,
of these, over 60% have no succession plan.
With its extensive expertise, the Bank can
help them examine all the possibilities
to find the solution best suited to their
specific situation.

It takes at least five years
to seamlessly transfer

the knowledge, expertise
and capital necessary for
the survival of a business.

With the assistance of a

team of financial planning,

life insurance and trust
specialists at our subsidiaries,
our account managers advise
their clients and guide them
through this critical process.
They also offer them
assistance, coaching and
follow-up.

“When my two nephews joined me
in running the dairy farm my parents
had passed on to me,
we had to expand the business
and set up a new financial structure.
Thanks to the expertise
of my National Bank account manager,
together we managed to find
the best possible strategies for seeing
our project through and ensuring
the future of the farm.”

- Emilien Roy,

co-owner of Ferme Romili Inc.
in Saint-Damase, Quebec

+"Emilien Roy, his mather, Annette Roy, and his nephews, Martin and Guy Roy,
with Gérald Pelletier, Agribusiness Account Manager.

The Bank also gives free conferences
in Quebec on transferring property or
farms. These conferences cover such
topics as protecting and transferring
family assets, estate planning,

shareholder agreements, structured
financing and investment planning and
strategies, not to mention the human
and emotional side of transferring or
selling a family business.
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Solutions
for exporters

In November 2004, the Bank was a major
sponsor of the Innovation & Exports
2004 conference and trade show.
Organized by Canadian Manufacturers
and Exporters [CME], this event brought
together some 3,000 delegates and
visitors who attended conferences and
workshops and visited information
booths of companies and agencies
specializing in international trade.
Business leaders discussed the issues
facing the industry and the strategies
needed to go beyond performance

and attain excellence. At the Canadian
Innovation Awards gala held during

the event, the Bank sponsored the
Development of Export Sales award,
which recognizes the efforts of an
enterprise that has gained substantial
ground on export markets over the past
two years.

Helping businesses grow

through factoring

Factoring is an increasingly popular
financing sclution whereby SMEs can
sell their domestic or foreign receivables
to the Bank, thereby improving their
liquidity while eliminating the risk of
not being paid and having to collect

the account should their buyer default.
The Bank is a leading provider of such
financing among Quebec SMEs and the
only Canadian bank to belong to Factors
Chain International (FCl), a global network
created to facilitate international trade
through factoring. In this way, SMEs
can transfer the credit risk of their
foreign receivables and responsibility
for collecting them to financial
institutions in the buyer’s country.

A beneficial partnership for SMEs

In 2004, the Bank teamed up with
Investissement Québec to offer Quebec
exporting companies a comprehensive
solution to help them compete more
effectively on international markets.

Under the terms of this partnership, the
Bank will grant term loans to finance up to
100% of the cost of equipment, machinery,
technology and other expenses incurred by
entrepreneurs as part of a project to boost
their productivity and, by extension, their

. from the hard work and innovative

Recogmzmg
SMEs

The Bank created “The SMEs

of the National Bank™ recognition
program over 10 years ago to
acknowledge the achievements
of those at the helm of-Quebec’s
SMEs: In so doing, it speaks for
all-Quebecers as everyone benefits . -

spirit demonstrated by these '
entrepreneurs ) ‘

The program;whlch'i's held at both
the regional'and provincial levels,

~ recognizes small and medium-sized

enterprises that have distinguished
themselves through their competence,
drive and achievements during the year.
Since being introduced, this program -
has highlighted the excellence of hundreds
of entrepreneurs The reglonal and
provincial winners receive prizes

', and enjoy extensive media coverage. .-

competitiveness abroad. As a rule, such
loans are limited to between 50% and
80% of project costs. Investissement
Québec will assume part of the risk

by guaranteeing the Bank loan.

This comprehensive solution also includes a
foreign exchange line, which entrepreneurs
can use to protect themselves against
exchange rate fluctuations and thereby
better control their profit margins and deal
with unforeseen situations. As with the term
loans, Investissement Québec will assume
a portion of the risk.

National Bank is a major business lender
and the first financial institution to offer
companies with export operations such

a comprehensive solution.

Putting quality at
the service of SMEs

In November 2003, the Bank was named
Governor of the Mouvement québécois
de la qualité [MQQ), an association that
promotes quality and best practices in
Quebec. In this capacity, we can draw on
the MQQ's expertise and experience to
support SMEs in their efforts to optimize
their performance.

Réal Raymond, President and CEQ, and Tony Meti, Senior Vice~
President - Commercial Banking and International, congratulate
the winners of the 2004 edition of "The SMEs of the National Bank”
recognition program.

1} Michel Massé, President, J.M. Massé & Fils inc.
[Small Business category}

2} Yvan Pettigrew, Co-owner, La Ferme Céte D'Or inc.
{Agricultural SME category)

E 3} Marc-Antoine Cantin, President, Stove Builder International Inc.

.- [Export SME category}

. 4} Pierre Bouchard, President and General Manager, Société des
: . Technologies de tAluminium du Saguenay inc. [SME_catqgoryl .

Our specialists can therefore access the
MQQ’s resources to enhance the products
and services they offer their SME clients.
In addition, they can make the MQQ's
resources available to their clients who
are seeking to finetune their business
practices, improve their performance
and surpass the competition.

International
certification

The Banking Solutions Management -
Business Department and Corporate
Electronic Services, which is responsible
for customer service, each received
ISO 9001 certification in 2004. This
internationally recognized certification
is awarded to companies that have
established a quality control system
designed to meet the requirements

of clients and applicable regulatory
authorities, while striving to raise

the level of customer satisfaction and
continually improve their operations.
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A bank responsible to... SMEs and economic development

Our contribution
to the economy

National Bank operates across Canada.
As an employer, taxpayer and purchaser
of goods and services, it plays an important
rote in the economic life of every region.
The tables on this page present statistics
on our contribution to the Canadian
economy in 2004.

» $1,359,000,000 paid in salaries
and employee benefits
« $11,908,000 invested in training
o $966,871,959 spent an goods
and services Canada-wide
s $77,724,000 invested in our facilities

Income and other taxes paid in Canada

Income taxes and taxes paid or payable in Canada as at October 31, 2004

{in thousands of dollars]

Income Capital

taxes™ taxes™ Other taxes™
Federal 221,886 - 51,568
Provincial
Newfoundland and Labrador 2 - -
Prince Edward Island 94 97 104
Nova Scotia 121 4 146
New Brunswick 1,198 998 1,598
Quebec 59,297 32,457 105,103
Ontario 16,669 2,789 15,978
Manitoba 218 158 238
Saskatchewan 232 195 157
Alberta 1,498 - 966
British Columbia 1,540 169 1,298
Yukon, Northwest Territories and Nunavut - - -
Total - provincial 80,869 36,867 125,584
Total - federal and provincial 302,755 35,867 177,152

(1) Income taxes and capital taxes: Estimated amounts
[2] Other taxes: Amount including employee benefits [employer's contribution including amounts paid into the Canada
Pension Plan, Employment Insurance and provincial health insurance plans}, business taxes, property taxes, sales
taxes {including 65T and HST and estimated provincial sales tax) and deposit insurance premiums.

Debt financing granted to companies in Canada

As a partner of small and medium-sized companies, in 2004, National Bank authorized close to $30 billion in debt financing to 44,188 SMEs in Canada.

010 626,999 $25,00010$99,999 $100,000 to $249,999 $250,000t0 $499,399 $500,000 0 $999.999 $1,000,000 to 4,999,599 $5,000,000 and more Grand totat

Total authorized | SMES| Total autharized | 'SMES:] Total authorized |* SHES| Total authorized | SMES| Total authorized |\ SMEs| Total authorized |- SMEs | Total authorized | SMEs/ Total authorized | SMEs:
Nevtoundlnd and Labrader* N sl £36,400 ) Lt ool semsn| 3l wawem| @
Pringe Edwarc ksland ey e IR X S A LT 244078 LIS wewan |- .7l waenl 3| mawml wl
Nava Scata - [ 85915 | 129753 | 3TN 48R STs | 4 oswssl ¢l s s
New Brunswick sz | as|  wooom LUs]  asneeins I 45,6770 s [l weseons | | waorm| 2] swsnss| 1)
Quebec T s IRy e AR 130879 [ 1733852082 oo 506380888 | 25| 1S9t | wie) 2008007157 | 86394
Ontaro pomoi [nogie]  aeeen |t 89314.35 | 114440304 wrsam [ swarae | ol aomame] ] aomswgss|
Manitoba 100 bk et b 260325 |- 6498 4% 84035 | g ol e 3] mamen! 1B
Saskatchenan T BI18% | 3675474 | 5 473704 11468818 gaant ol ossssta] 9l s |
Aberts Was | n| s §061,19% | 0468520 18] mamas maneN | ) 20mgea0es | s8] 30masin |
Brtish Columbia 50000 |1 31 ams L] e [ 3@l oo 840,194 | e | 5] el 16| swenns | 10
Tota §120907.946 {1508 seon7onoss Lzl $naonmsa s | 28] $14a5 3198 | 4a0a] $203n296265 | 296a] $6 207304858 | 3435] $18320m247 | 910 $29.9695670% | dd 188l

“To preserve the confidentiality of our clients, we have not published debt financing infarmation in categories where there is only one or two SMEs.
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 its employees

A SUPPORTIVE WORK
ENVIRONMENT |

people. In keeping with this goal and as a socially

responsible employer, we strive to provide a supportive
work environment that a[lows our employees to achieve
their full potential.

The Bank wants to attract, develop and retain top-calibre

Our employees’ personal and professional lives are constantly .

changing, as are their needs. That is why we regularly consult
them to seek their views about their engagement and satlsfactlon :

. at work and we implement programs and measures to meet
their expectations. We are firmly committed to diversity and.
we have introduced policies and practices to ensure that itis -
understood and respected. Our compensation and employee
benefits program is periodically updated and improved so that
it is always competitive for the men and womén who work at
the Bank as well as the talented people we want to attract.

In this way, we can ensure that we have the workforce needed
for the Bank's sustained economic growth. :

QOur efforts in this regard earned the Bank a spot on the 2005 .-

list of “The 50 Best Employers in Canada” published by The

Globe and Mail's Report on Business magazine and the Montreal .

daily La Presse. This list, compiled from a study condiicted ‘
annually by Hewitt Associates, a global human resources
outsourcing and consulting firm, recognizes companies wnth
innovative and engaging human resources practices. -

Strengthening motivation
and recognizing employees
contribution

The Bank has a number of programs and activitiestokeep = .

employees informed, to encourage them to-excel andto
recognize their contribution to the Bank's success. Here are -
a few examples. -

Stimulating leadership :

For the fifth year in a row, about 350 of our managers took part in
the annual Leadership Day. During this day of training, managers
have a chance to talk to senior officers of the Bank, express their
ideas and suggestions, and hear experts speak on issues of key
importance for the Bank.

Executive Luncheons
Bank management likes to keep in close touch with the employees
who work on the front lines. In 2004, some 150 employees who,

distinguished themselves through their initiatives or achievements

were invited to meet with the President or.a member of the ' -
Executive Committee at one of the monthly Executive Luncheons.

. A 10-year tradition, these luncheons are an opportunity for
employees to ask questions in order to gain a better understanding
of developments at the Bank and for their hosts to get feedback
from employees and listen to their suggestions.

Ideas that pay

We encourage our employees to share their ideas and solutions

- forimproving our work procedures and reducing operating

costs. For several years now, the Actionldea Program has given
monetary awards to employees whose creative ideas have
streamlined certain tasks and generated savings.

Career Network

The Bank offers its employees several ways to advance their

_careers, In 2004, it taunched a new electronic staffing tool.
"Career Network is a flexible and user-friendly online tool that
-meetsthe needs of managers by making the staffing and

recrmtment process quick and easy. It also meets the needs
of. employees by informing them of all the positions available

wuthm the Bank.

When a position becomes vacant, managers can now create

a staffing request themselves. Employees can then consult
positions posted on the Bank's Internet or Intranet sites at any
time and apply for them via Career Network. The applications
that most closely match the target profile will head the list that
the manager receives.

: Career Network lets employees be proactive in managing their

careers, since they can register their profile in the system in
complete confidentiality and specify their fields of interest. ,
Career Network will then e-mail them a list of vacant positions

that match their profile.

Realizing one’s full potential

To enable our employees to realize their full potential, we offer
them a range of information and training tools and provide
them with the means and support they need to further their

. studies. In 2004, we invested close to $12 million in personnel
‘training and development.

A unique university program
For.eight years now, the Bank has offered its employees the

. National Bank University Program. This Program, the only

one of its kind in the indastry, is the product of a partnership
with the Université du Québec a Montréal and other constituents
of the Université du Québec, Télé-université and the Institute

of Canadian Bankers. To ensure that our employees who work
outside of Quebec have access to a similar program, we have
agreements with other universities elsewhere in Canada.

Since 1996, over 4,500 employees have registered for

. undergraduate-level studies and over 600 have pursued
" -graduate studies. In 2004, some 1,300 employees earned
. undergraduate diplomas and more than 250, graduate degrees.
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Encouraging
higher education

Every year, we award bursaries to
encourage our employees who
distinguish themselves academically.

This year, the Michel Bélanger Bursary,
worth $15,000, was awarded to Pauline
Amourdon, Senior Manager - Commercial
Banking, Montreal. This bursary helps
employees complete a graduate program
in a discipline related to their field of
work at the Bank.

These awards are tax free.

In addition, the Pierre Paquette
Prize undergraduate level) and
the Michel Bélanger Bursary
allow recipients to take unpaid
leave or work part-time for a
year in order to pursue their
studies. The Bank maintains
their employee benefits for the
duration of the study period,
and guarantees them the same
position or an equivalent position
when they return to work after
completing their studies.

To date, the Bank has awarded
$80,000 to undergraduate

As part of Quality of Life in the Workplace,
managers and employees are asked to
share responsibility for implementing
flexible work arrangements that respond
to both the employees’ individual needs
and the operational needs of the unit
without affecting customer service.
These include voluntary part-time, job
sharing, flex time, compressed schedule
and unpaid leave.

~oi ot

l_ The Quality of Life in the Workptace Program lets Lise Sylvain,
Clerk at the Quebec City Assistance Centre, take one day off
every week, which she uses in part to spend more time with
her ageing parents. :

students and $90,000 to graduate
students under the Pierre
Paquette Prize, and $225,000

2004 winners of the bursaries the Bank awards to its employees:
Natasha Rocheteau, Catherine Dauth and Joane Demmerle

{Pierre Paquette Prize - Graduate], Pauline Amourdon [Michel Bétanger
Bursary}, and Natalia Sandjian [Pierre Paguette Prize - Undergraduate).

The Pierre Paquette Prize is given to
employees enrolled in the National Bank
University Program. In 2004, at the
undergraduate level, Natalia Sandjian,
Senior Representative - Transaction
Services, Central and Western Montreal,
received the $10,000 prize. At the graduate
level, the team of Joane Demmerle,
Senior Manager - Leasing Department,
Catherine Dauth, Senior Manager -
Client Contact Centre, National Bank
Discount Brokerage, and Natasha
Rocheleau, Manager - Wealth Management
Support, National Bank Discount
Brokerage, received the $15,000 prize
for a project on the risks of professional
ethics faced by financial planners, which
they completed as part of their MBA in
financial services.

to employees under the Michel
Bélanger Bursary Program.

Balancing work
and personal life

For several years now, the Bank has
offered its employees the Work and
Family Responsibilities Program which
allows employees with dependent
children to benefit from more flexible
work arrangements.

Building on that concept, the Bank
introduced “Quality of Life in the
Workplace,” a management philosophy
which promotes balance between
employees’ personal and professional
lives and addresses the challenge the
Bank faces to attract, engage and retain
employees. This initiative enables
them to change the way they manage
their time, to take care of a relative,
slow down their pace at work or simply
improve their quality of life, whether

or not they have family obligations.

“The Quality of Life
in the Workplace Program
allows me to slow down
and take time for myself.

It also gives me more time
to take care of my parents,
which we all appreciate.
| feel more energetic and,
after my weekly day off,
I’'m even more motivated to work.
My health has improved,
and so has my quality of life!”

- Lise Sylvain, Clerk,
Quebec City Assistance Centre




NATIONAL BANK OF CANADA, 2004 SOCIAL RESPONSIBILITY REPORT

. Abankresponsible to... its employees,. -

Quality of Life in the Workplace is the
result of an innovative master’s level
project which earned two employees
the 2003 Pierre Paguette Prize: Maude
Bernard, Senior Customer Service
Manager, Montérégie and Central Quebec,
and Gina Gosselin, an Advisor in the
Employee Relations Department, who
is now responsible for implementing
Quality of Life in the Workplace. Their
master’s project focussed on fostering
employee engagement through flexible
work scheduling.

The initiative was launched as a pilot
project during the winter of 2003 at

the Quebec City Assistance Centre

[an assistance centre serves branches
which serve clients). Thanks to the
involvement of managers and the
sharing of information between them
and their employees, the pilot project
was a resounding success, with 21 of
the Centre's 122 employees currently
participating. The experience has boosted
team spirit and made employees more
accountable since they must demonstrate
creativity and a sense of organization

in order to suggest feasible work
scheduling solutions to their colleagues.

In late 2004, other pilot projects got
underway in some 30 branches in the
Montérégie/Central Quebec region.
They are open to all regular employees
at these branches and, as long as the
proposed solutions are in line with
operational and customer service
needs, their requests will be accepted.

Promoting diversity

Diversity is a core value and a significant
competitive advantage. Under our fourth
three-year employment equity plan
{2003-2005), we have continued to develop
and implement innovative strategies and
programs aimed, among other things, at
raising the awareness of all employees
of the Bank and its subsidiaries and at
recruiting a diversified workforce, which
allows us to provide service that is even
more tailored to the needs of all our clients.
Our efforts have been particularly successful
with respect to the representation of
visible minorities, which increased 17%
in 2003 compared to 2002, and that

of persons with functional limitations,
which grew by 10.5%.

Celebrating our differences.

In 2004, the Bank held its first-ever
Diversity Week with Alice Keung, Senior
Vice-President - Information Technology,

'serving as Honorary Chair, Employees
" celebrated diversity together and gained
- a better understanding of all that

diversity means.

“Activities were organized throughout

the country, including a quiz on diversity
and conferences focussed on women

in the workplace, the achievements

of people with disabilities and inter-

. cultural communications. A humorous

play, createﬁ specially for the Bank,
was presented at Head Office.

Enhanced integration

through heightened awareness
Respect for workplace diversity is part
of our managers’ daily responsibilities.
This year, we continued to offer diversity
management training sessions, which
give managers insight into recruiting,
integrating, engaging and retaining the
best people, without discriminating against
any group. In 2004, over 500 managers
and employees, including the managers
at all Customer Relations Centres,
received a total of 1,085 hours of diversity
training. These training sessions included
the screening of a video presenting a
message from the Senior Vice-President
- Human Resources and Operations of
the Bank inviting employees to continue
to be open toward diversity, as well as
vignettes illustrating the prejudices
identified in the play presented during
Diversity Week. These vignettes were
interspersed with comments from
employees who had experienced similar
situations.

A new Employment equity and diversity
section has been created on the Bank's
Intranet site notably to inform employees
about the Policy on Reasonable
Accommodation. The objective of this
policy is to eliminate any obstacles to
employment and career advancement
for employees in the four groups targeted
under employment equity legislation,
namely, women, visible minorities,
persons with disabilities and Aboriginal
peoples, by accommodating them in
various ways such as providing them
with special equipment.

_ Alice Keung, Senior Vice-President - Information Technology.

and Honorary Chair of the first Diversity Week held at the Bank.

It illustrated examples of prejudice in

- the workplace that might occur when

hiring, promoting or engaging employees.

Helping disabled young people
integrate into the workforce

Fifteen years ago, the Bank setup a
bursary and summer job program for
disabled young people. The program’s
objective is to help post-secondary
students with a physical or sensory
disability to continue their studies and
gain relevant work experience. It also
heightens employees’ awareness of this
issue. This program is now known as
the Michel Houle Bursaries, in honour
of the employee whe initially proposed
the idea. The Bank is the only Canadian
financial institution that encourages the
integration of disabled young people into
the workplace through such a program.
To date, we have awarded more than
$70,000 in bursaries and provided more
than 18,000 hours of work.

. A bursary for Athens
", Mario Caron, a Senior Representative

with the TelNat Customer Service Centre,
is one of the top players on the Canadian
men’s goalball team. Goalball is a sport
played by people with a visual impairment;
the object is to score points by throwing
a ball with bells in it into the goal of

the other team. Proud of his success,
the Bank awarded him a $2,000 bursary
so that he could compete in the 2004
Paralympic Games in Athens.
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Sharing
our experience

The Bank is participating in the
International Metropolis Project,

an international forum for research

and policy on migration, diversity and
changing cities. The Project is a set

of co-ordinated activities carried out

by a membership of research and policy
organizations which share a vision

of strengthened immigration policy
through applied academic research.

In 2004, France Pelletier, Manager

of the Equity and Diversity Department,
was a presenter at the 9th International
Metropolis Conference in Geneva,
Switzerland. She spoke on the Bank's
experience in diversity at the workshop
“Economic Integration of Immigrants -
Lessons Learned from The Private Sector.”

Influential women _

In 2004, three of our Senior Vice-
Presidents, Patricia Curadeau-Grou -
Risk Management, Giséle Desrochers ~
Human Resources and Operations, and
Alice Keung - Information Technology, were
ranked among Canada's Most Powerful
Women: Top 100 by the Toronta-based
Wormen's Executive Network [WXNJ, an
organization dedicated to the advancement
and recognition of women executives.
They were awarded this recognition

for their role in the Bank’s success,
their sense of leadership and their
contribution to the community.

In order to fully execute its fiduciary role,
the Bank constantly monitors the pension
fund’s returns and holdings through
various committees, including the
Retirement Committee and the Pension
Board, with the collaboration of external
specialists. In 2003, given the poor market
returns of the previous years and the
impact they could have on the plan’s
funding and expense, the Bank had

an actuarial valuation done—one year
earlier than planned—and made a special
contribution of $178 million to the pension
fund. Although this special contribution
could have been spread over 15 years,
the Bank chose to make it right away

to protect the interests of all members.

Employee
shareholders

We encourage our employees to save
and set money aside for their retirement
by participating in the Bank’s Employee
Share Ownership Plan for which they
become eligible after three months of
service. This year, 55% of our employees
participated in this Plan, which allows
them to buy Bank shares for an amount
of up to 8% of their salary. The Bank
matches 25% of the employee’s purchase,
to a maximum of $1,500 per year.

Functional work
environments

We are constantly improving our
employees’ work areas so that they
are safe, flexible, pleasant and tailored
to the functions of the position. We are

An Ombudsman
for employees

To help our employees find solutions

to the problems they encounter in their
personal or professional lives, we offer
them a range of programs and services,
including the National Bank Employee
Ombudsman.

Created in 1978, the Let’s Talk program
this year became an ombudsman-type
service whose role is to help employees
of the Bank and its subsidiaries find
solutions to work-related problems.

The National Bank Empltoyee Ombudsman
is completely impartial and independent, is
not connected to any Bank department or
sector and reports directly to the President
and Chief Executive Officer. The professionals
who work in the Ombudsman’s Office
receive special training and are bound by

a strict code of ethics which ensures utmost
confidentiality. In fact, to further safeguard
confidentiality and neutrality, the offices

of the Ombudsman were moved out of the
Bank’s Head Office.

The Employee Ombudsman promotes
communication between employees
and management, enabling the parties
to express their points of view and offering
them possible solutions to work-related
problems.

The Bank
as employer
In 2004, the 16,555 employees of National

. also pursuing our premises adaptation Bank and its subsidiaries dedicated
Fu U.y dassuming progfam to ,ﬁake ;? easier for thz themselves to providing high-quality service
HIR mobility impaired to access and move to our clients, in Canada and abroad.
our respon5|b|l|tle5 around in our buildings.
e Full-time Part-time  Total”
Our responsibility to our employees goes  Moreover, in 2004, more than 2,000
beyond prowdlng them ywth a supportive personal computers were added to gsmug\:&;i lasr}g:;bradur ; 8 );
and equitable work environment and those already in the branches in order  pgya Scotia 20 - 10
competitive compensation. It algo !ncludes to make employees’ work easier, give New Brunswick 1% 124 293
setting up a pension plan that is in good them ready access to the Intranet, Quebec 10,08¢ 372 13809
financial health. an important source of information, Ontario 1499 36 1813
and enhance customer service. Manitoba 29 1 30
Saskatchewan 25 [ 3
Alberta 168 9 177
British Columbia 227 [ 233
Total Canada 12,247 4,180 16,427
Outside Canada 125 3 128
Total Bank 12,372 4,183 146,555

* As at October 31, 2004
1
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outside suppliers, busmess for
materra{ are. ell prmted dn fa

—through shares of Mount Copper Wmd

publsc equrty offerings for the Clean Power _“
o Fund ‘and! t‘he Algonqum Power income Fund, two funds

Supporting
environmental causes

The Bank has pledged $50,000 to Nature Conservancy Canada -

. Quebec to be donated over a three-year period as part of their
.Saving Canada’s Natural Masterpieces conservation campaign.

The proceeds will be-used to protect five Quebec regions:
the St. Lawrence River and Valley, the Laurentian plateay,

“the Appalachian Range and the Gaspé Peninsula. The Bank also
" 'made a five-year donation of $10,000 to the Quebec-Labrador

Foundation/Atlantic Center for the Environment, whose mission
isto create models for stewardship of natural resources and
cultural heritage that can be applied worldwide.

The Appalachian Range, one of the biodiversity hotspots that will be protected
by the conservation campaign for Saving Canada’s Natural Masterpieces.

i

rdochvitle, Quebec] and Pubnico Pomt L
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ENSURING STRONG,
EFFECTIVE GOVERNANCE

management of its operations. The Bank has
established corporate governance regulations, codes,
rules of conduct, policies and procedures which underpin
its operations, help it generate value for its shareholders,
deliver reliable, quality service to all its clients and ensure
a stimulating and equitable working environment for its -
employees and fair treatment of its suppliers and partners. -

N ational Bank has always strived-to ensure stringent

Our efforts to ensure strong, effective governance were )
recognized this year at the third Korn/Ferry-Revue Commerce

Awards for corporate governance excellence when the Bank

took top honours in the large company category.

National Bank scored AAA in a report by the Clarkson Centre
for Business Ethics and Board Effectiveness (CCBE),

which evaluates and ranks boards from C to AAA+ based

on their performance in terms of corporate governance and
their ability to act effectively. The CCBE is part of the UnlverSIty
of Toronto’s Rotman School of Management.

Monitoring the corporate
governance landscape .

To keep current with developments in corporate governance,
in 2004 we became a member of the Canadian Coalition for
‘Good Governance. The mission of the Coalition is to represent
Canadian institutional shareholders through the promotion of
best corporate governance practices and to align the interests
of boards and management with those of the shareholder.

We also joined the Canadian Business for Social Responsibility"

[CBSRY, a non-profit, business-led, national membership. "
organization of Canadian companies that want to operate. -
in a socially, environmentally and financially responsible
manner recognizing the interests of their stakeholders,

inctuding investors, clients, employees, business’ partneré.

local communities, the environment and society at large.

The Bank was a major sponsor of the first Tremblant Forum
on Corporate Responsibility and Sustainability. The Forum,
held in Quebec, brought together some 20 internationally
renowned speakers and 100 business leaders and . .
representatives from non-governmental-organizations,
academia and government who explored a variety of issués 7
such as ethical investment, the impact of the Kyoto Accord
on business and environmental groups.

“We're losing a lot of directors
just to retirement.
Others are not stepping
forward because of the risk
to personal reputation
—and the fact that
the workload associated
with being a director
has increased significantly.
Those who are prepared
to serve know that the key
to making a constructive
contribution in the boardroom
is being prepared for the job.”
- Carol Hansell, Partner at
Davies Ward Phillips & Vineberg,

and a leading authority
on corporate governance

RespOhsibiliyties of the Board

_Supported by its committees and members of management,

the Bank's Board of Directors oversees the application of

'sound and ethical corporate governance policies and practices.
. It also monitors these guidelines and procedures in order to

improve them when necessary.

Composition of the Board
In 2004, the Board was composed of 15 directors, 11 of whom
were unrelated and independent directors.

To ensure the Board's independence and the continuous
improvement of its operations, the functions of Chairman of

" the Board and Chief Executive Officer were separated in 2002.
".In addition, the Chairs of the three Board committees—Audit

- .-and Risk Management, Conduct Review and Corporate Governance,
- :and Human Resources—areunrelated and independent

directors. To further enhance the Board's independence

- and effectiveness, the non-executive directors of the Bank

meet in camera from time to time.
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Role of the Board

The Board's role is to oversee management
of the Bank, safeguard its assets, and ensure
its viability, profitability, sustainability
and development. As such, the Board
assumes various duties related to
strategic planning, risk assessment

and succession planning for directors
and senior management, as well as

the implementation and maintenance

of a legislative and regutatory compliance
program.

For further information on the Bank's
Board of Directors, its responsibilities
and the composition and role of its
committees, consult the Annual Report
or the Management Proxy Circular

on the Bank's website at www.nbc.ca,
under /nvestor Relations.

A proactive
approach

The Bank has taken a proactive approach
in order to comply with the corporate
governance reforms proposed for Canada.

New corporate governance guidelines
In 2004, the Board of Directors added
two guidelines to its corporate governance
rules for senior officers. These new
guidelines, which go beyond regulatory
requirements, are intended to more
closely align the interests of management
with the Bank's performance. Firstly,
the President and Chief Executive Officer
as well as officers on the Bank's Executive
Committee will now be required to
publicly disclose their intention to
exercise options at least five business
days in advance. As with any other
transaction involving Bank securities,
however, options can only be exercised
during the trading periods prescribed
by the Bank.

Secondly, Bank officers are required

to maintain minimum holdings of Bank
common shares commensurate with
their compensation and function.

Strengthening legislative

and regulatory compliance

National Bank operates in a highly
regulated industry. Because any failure
to comply with a regulatory requirement
can have serious repercussions on its
reputation and result in penalties and
sanctions, the Bank has adopted strict
regulatory risk management standards
in order to earn the confidence of its
clients and shareholders, the market
and the public at large.

To ensure ongoing compliance with all
applicable legislation, regulations and
guidelines, the Bank created a new
Compliance sector. This sector, which
has independent oversight responsibility
for the Bank as a whole, is charged with
implementing structures, management
systems, programs, policies and
procedures ensuring that legislation,
regulations, guidelines and codes of
conduct are respected Bank-wide.

A number of oversight committees have
also been created throughout the Bank
to review and reinforce compliance with
regulatory processes. These include

an Ethics Committee, an Anti-Money
Laundering and Terrorist Financing
Committee and a Committee for the
Protection of Personal Information.

A Disclosure Committee was established
in 2003 to assist the Chief Executive
Officer and the Chief Financial Officer
by implementing monitoring procedures
to ensure effective financial reporting.
This allows the Bank to fulfil its legal
obligations with respect to securities
tegislation and the Chief Executive
Officer and Chief Financial Officer

to make the requisite attestations.

The Committee oversees the quarterly
process whereby some 60 officers of
the Bank and its subsidiaries must
attest to the integrity of the information
used to prepare the Bank's consolidated
financial statements. The Committee

is also responsible for applying the
Bank's Information Disclosure Policy.

New policies

in 2004, to further strengthen governance
at the Bank, two new policies were
developed and implemented: the Third
Party Asset Administration and
Management Risk Policy and the

~Business Continuity Policy.

Third Party Asset Administration

" and Management Risk Policy

The purpose of this policy is to ensure
that clients’ assets as well as the advice
and products offered to them meet

and comply in all respects with their
financial objectives and risk tolerance.

While the Bank and its subsidiaries
already had practices in place to ensure
prudent management of the assets
entrusted to them, this new policy

* structures the information and sets out
" the mandatory procedural guidelines.

Business Continuity Policy

The Bank’s objective is to ensure that
its clients have the essential banking
and financial services they need at all
times. Like any company, the Bank’s
operations can be disrupted by events
that are beyond its control, such as natural

disasters, catastrophes, criminal acts

or major computer system breakdowns.

 The 1998 ice storm, the events of 9/11

and the power blackout in 2003 showed

..-that we are not impervious to events

that can-affect the availability of our
services.

The Business Continuity Policy is aimed
at developing a corporate management
framework for the continuity of critical
activities in the event that business

is disrupted. The Policy also ensures
that the risk of loss incurred as a result
of an.interruption in business is managed

* prudently and consistently across the Bank
" and that the roles and responsibilities

. of personnel responsible for business
. continuity are clearly defined.
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Ethical
management

Numerous codes, policies, regutations
and procedures have been developed
and implemented to ensure that the
operations of the Bank and its subsidiaries
are managed in an ethical manner.
Compliance by the Bank's officers

and employees with all of these practices
is imperative. We discussed our new
Donations Policy in the section on
community involvement and our
Reasonable Accommodation Policy

in the section on our employees. Below
we focus on two other documents which
set out the rules of ethical behaviour
towards our clients—the Code of
Professional Conduct and the Privacy
Code for Individual Customers.

Code of Professional Conduct

In 1985, the Bank adopted a Code

of Professional Conduct to safeguard
the reputation for integrity, honesty

and objectivity earned by the Bank

and its subsidiaries. This Code has since
been updated regularly to bring it in line
with the Bank's evolving operations. The
Code establishes rules of conduct with
respect to such matters as confidentiality,
conflict of interest, trading in Bank
securities and professional conduct.

It applies to all employees of the Bank
and, insofar as the provisions of the
Code are applicable to them, to the
members of the Board of Directors.
Managers who retain the services of
contract employees provide them with a
copy of the Bank’s Code of Professional
Conduct and ensure their adherence to
its rutes.

The six principles below guide our
conduct in our day-to-day operations.

¢ Act honestly and with integrity
¢ Follow the law

» Treat others with respect

* Safeguard the confidentiality
of information

Avoid conflicts of interest
Respect the organization

All employees of the Bank are required
to sign a statement acknowledging that
they have received and read a copy

of the Code and that they undertake,

as a condition of their employment,

to abide by it and fulfil the obligations

it places on them. This undertaking

is renewed at the time of the employee’s
annual performance review. A three-hour
independent study course on the Code
of Professionat Conduct is mandatory for
all new employees. An Ethics Committee
was created to review and reinforce
compliance with the rules of the Code.

Privacy Code for Individual Customers
The media are reporting a growing
incidence of identity theft, where an
individual wrongfully obtains and uses
another individual's personal data to
acquire, among other things, credit cards,
and then proceeds to run up debts.

The Bank has adopted strict measures
to protect the personal information our
clients entrust to us. For example, when
a Bank employee obtains personal
information from a client, the employee
informs the client of the intended purpose
of the information and asks for the client’s
permission before checking and completing
the information with external sources.
When the Bank no tonger requires
personal information, it safely destroys
it, deletes it or makes it anonymous.

During their probation period, in addition
to a copy of the Code, employees are
also given copies of and receive training
on policies related to the disclosure

of information, the safeguarding

of privileged information and the use

of electronic networks.

" Like all new employees, when hired, Karirm Haddad, Financial Services Manager
in the branch at 400 de La Gauchetiére West in Montreal, took an independent
:-study course on th’e‘Ba_nk's_Cvod‘g of Professional Conduct.
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Our origins and the scope
of our activities

National Bank was founded in 1859 in Quebec Clty, ,
where its first branch was located.

The Bank’s Head Office is in Montreal and its shares trade -

as NA on the Toronto Stock Exchange (TSX).

" National Bank is an |ntegrated group that prowdés’ Y

personatized services and specialized savings, . .,
investment, financing and payment products to |nd|vcduat
customers and companies in Canada, the United States
and elsewhere in the world. '

Through its subsidiaries and other entities, the Bank

is involved in wealth management, securities brokerage
and mutual fund management as well as in retirement
plans and insurance. It is also active in international
financial markets.

In the commercial banking sector,’it is the partner
of choice for no less than 65%.of Quebec’s SMEs

The Bank is ranked sixth among Canada S chartered :
banks in terms of assets.

Our network

The Bank's products and services are avaitable through
an extensive network of branches and a wide range

of electronic channels. '

Number of branches in Canada: 462

Number of banki_ng machines a;rossCané\da:y’Z?O -

: Our employees

The Bank considers that it owes the success of its projects

and the achievement of its objectives to the dedication
and hard work of its approximately16,500 employees.
Accordingly, the Bank invested close to $12 million

_in employee training and development in 2004.

~In additipn to its many internal training programs, for

the past eight years, the Bank has offered the National

. Bank University Program, which is unique in the banking

.. industry.

‘ Diversity is a core value at the Bank, and many diversity-

oriented policies and programs have been developed
and implemented.

Our contribution

~to community development

In Quebec, the Bank is the leader in wealth management; o . X o . L
.In 2004, donations made by the Bank and its subsidiaries,
.sponsorships, fundraising projects at the branch level
‘and benefit events organized for community groups

contributed $12 million to hundreds of Canadian education,

= _health care, cultural and community organizations.

A great many of our employees work as volunteers

with non-profit organizations, either personally

or on the Bank’s behalf.

Annual economic benefits

' igenerated by our activities

Salarres and employee benefits: $1.359 billion

- Spendlng onvgoods and services: $967 mitlion

Income taxes and other taxes: $517 million
SME financing: $30 billion

Investments in our facilities: $78 million



National Bank and its subsidiaries J

National Bank Financial Services Inc,
{OnNovember 1, 2004, the corporation
changed its name to National Bank
Insurance Firm Inc. offers insurance
brokerage services, savings products,
banking products and group retirement
plang. it was created in 1996.

National Bank General Insurance Inc.
offers dutomobite insurance products.
was created in 1999.

Naﬁbnﬁl Bank Life Insurance Company
was founded in'1995. It offers life,

services and adwce are re\cog
for thelr outstandmg quahty

National Bank Securities Inc. INBS) was
éstablished in 1987. The company acts
primarily as a manufacturer and :
distributor of investment solutions,
mc(udmg National Bank Mutual Funds,
variable-rate GICs and linked notes as
well as Strategic. Portfolios. '

1in'1990, this subsndnary also’ mana ;
Natlonal Bank and Altamlra it

aﬂonal Bank Trust Inc. lformerly

" General Trust of Canadal offers individuals’
and companies financial.and trust products -
“and services as well as expertise in

sSet management and administration.
It has been a Bank subsidiary since 1993
when the Bank acquired the assets of
General Trust of Caniada, 3 company
founded in 1927. ‘

cident and health insurance products.

Aitamn‘a Cap { ) .
Altamrra Fman’ at es. al 8 Servnces ilnvestmentsl Inc.
omyPartn rship’ nber-t, the corporation changed
lnnocaplnvestmentM anagement In IS na ments Inc}
Natcan Investment Management In s f
Le Fonds d’ investlssement REA

1 Structured‘ oteé Corp
‘Nationat Bank: Fi
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